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Better lrucks 


for YOU 
Business 


Wee a : ) 
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TRUCK-ENGINEERED + TRUCK-BUILT + BY TRUCK MEW 


"Good, Dependable 
Service 
for a Long Time” 


In those words above, Mr. C. H. Rhudy, 
superintendent of transportation for Cali- 
fornia Electric Power Company, Riverside, 
California, summed up the solid reasons 
why Ford Trucks have long won prefer- 
ence among hundreds of utilities operators. 
Mr. Rhudy wrote: 


“Our fleet of 249 vehicles includes 118 Ford 
units, and they give a good account of them- 
selves. Many with over 100,000 and several 
with close to 200,000 miles of service are still 
going strong. Our fleet serves our electric power 


' 
} 
; 
' 


business in California, Nevada and Ariz 
and the ice division of our business in 
Imperial and Coachella Valleys in Califo 
We appreciate the splendid cooperation 
your company and your local Ford deale 
providing spare parts during these cri 
times.” 


There are new Ford Trucks now— bring 
you many important engineering advs 
ments designed to provide more econot 
more reliability, still thriftier maintens 
and longer life. 


Tell your Ford Dealer you'd like to go« 
all the facts—check the specifications— 
and examine the trucks themselves. 


FORD TRUCK ' 


MORE FORD TRUCKS ON THE ROAD + ON MORE JOBS « FOR MORE GOOD REASO 
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jetting Down to Basic Principles 
On Conversion Burners 


The user of a gas conversion burner is interested principally in two 
things: performance, as seen in terms of heating adequacy and trou- 
ble-free operation—and economy, represented in the initial price of 
the equipment and its fuel efficiency. Based on this logical reasoning, 
a nation-wide preference for Barber Automatic Burners is easily 
understood. 


To obtain the maximum delivered heat from the present warm air, 
am, or hot water equipment, Barber units, round or square, are adjustable 
s to size, and tailor-made so that they correctly fit the existing furnace or 
r. Also, all Barber Burners produce the highest possible flame tempera- 
re (1900°) operating on natural atmospheric pressure, and concentrate a di- 
d “scrubbing™ flame application on the walls of the firebox, without diver- 

on to intermediate refractory elements. 


a third of a century— 
hundreds of thousands of 
pmes and industries—Bar- 
r Burners have well 
oved their claim to su- 
iority, and this for the 

rete reasons stated 
bove. 


@ We are — burner specialists, 
and offer om engineering and 
plant facil for the develop- 
ment and manufacture y 4 — 


es for 
for Eat ie  ilustrsting and 


ttn me 

= my Gas Conversion 
Burners for a ond Boilers, 
Regulators, ete. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


ARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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You get perfect 
pipe threads more 


easily with this 


Self-contained Semi-automatic 


RiFEeIb 
No. 65R Threader 


It stands up hand- 
ily on the floor. 


HIS modern threader 

is always ready to cut 
perfect threads on 1”, 114”, 
1,” or 2” pipe. One set of 
chasers that stay in the die 
stock adjust to size in 10 
seconds—work-holder sets 
instantly, no bushings. Pre- 
cision-made in all 23 of its 
rugged steel-and-malleable 
parts, it gives you microm- 
eter perfect threads with 
least possible effort—and 
quickly. To cut smooth 
threads more easily—ask 
your Supply House for the 
efficient RIBBID No. 


WORK-SAVER PIPE TOOLS 


THE RIDGE TOOL COMPANY « ELYRIA, OHIO, U.5&. A. 
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cp. old vaudeville gag about “people 
who ride in subways are always in 
a hole” is a pretty bad joke to be telling 
around New York city these days. It used 
to be just the subway owners who were 
“in the hole.” But since New York city 
took over the subways everybody is “in 
the hole,” so to speak—even those 
Gothamites (if there be any) who never 
ride in the subways. The New York city 
subways continue to operate unprofitably 
because political inhibition has been cre- 
ated by force of repetition in a dozen or 
more municipal campaigns. The idea 
seems to be that if the sacred 5-cent fare 
is ever disturbed, the politician who is 
connected, in any way, with the process 
will sign his own political death warrant. 


HAT obsession may be just so much 

humbug. It is possible that the citi- 
zens of New York are sensible enough to 
realize that they cannot continue to ride 
at a loss indefinitely. But humbug or 
otherwise, the politicians are not taking 
any chances. About the most we can 


pi 


ALFRED J. LUNDBERG 
APR. 25, 1946 


the Editors 


expect is that the present city administra- 
tion under Mayor O’Dwyer may submit 
a referendum to the people in just about 
the same spirit as Pontius Pilate once dis- 
posed of a troublesome administrative 
issue. 


N a way, the submission of such a ques- 
tion, involving as it does utility rate 
making, to popular referendum may seem 
on the surface a strain on the democratic 
process. But when an issue has become 
crystallized to the point of political fixa- 
tion, as in New York city, perhaps it takes 
the finality and cathartic action of a vote 
at the polls to stabilize the base of munici- 
pal government one way or another. 


ERHAPS, also, we have in the New 

York situation—assuming that a 
referendum will be forthcoming on the 
subway fare issue some time in the future 
—a challenge to the fundamental com- 
mon sense of democratic action. One of 
the earlier comedies of the ancient Greek 
satirist, Aristophanes, sought to poke fun 
at the abuse of democracy through mob 
rule, by having the patrons of a public 
banquet vote on the question of how 
much they would pay their host, or 
whether they would pay him at all. The 
idea suggested was that economic law 
knows no politics; and any attempt to 
cast an economic issue in an arbitrary 
political mold is going to cost somebody 
some losses in the end. 


B” it is a fair question whether the 
people of: New York—or, for that 
matter, whether the ancient banqueters in 
the satire of Aristophanes—are neces- 
sarily as stupid or selfish as some skeptics 
of the democratic process make out. 
Maybe the real problem is showing the 
people enough light so that they can find 
their own way. Perhaps if the direct eco- 
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Sup pipie4 
GRINNELL PRE-ENGINEERED 
SPRING HANGERS 


Where thermal movement makes flexible sup- 
port of piping necessary, it is a simple matter 
to select as Grinnell Pre-Engineered Spring 
Hanger to meet exactly the load requirements. 

ter computing the load it takes only a 
moment to select the proper size of hanger 
from a simple capacity table. Hangers are 
available in 14 sizes which include a load range 
from 84 Ibs. to 4700 Ibs. 


1235% MAXIMUM CHANGE IN SUPPORTING 
FORCE OF SPRING IN %2” VERTICAL TRAVEL 
- - IN ALL SIZES 

GUIDES PREVENT CONTACT CF COILS WITH 
CASING WALL OR ROD AND ASSURE 
CONTINUOUS ALI AND CONCENTRIC 
LOADING OF SPRING 

COMPACT -- REQUIRES MINIMUM HEADROOM 


ALL-STEEL WELDED CONSTRUCTION MEETS 
PRESSURE PIPING CODE 

EASY SELECTION OF SIZES FROM SIMPLE 
CAPACITY TABLE 


INSTALLATION IS SIMPLIFIED BY INTEGRAL 
LOAD SCALE AND TRAVEL INDICATORS 


UNIQUE SWIVEL COUPLING PROVIDES 
ADJUSTMENT AND ELIMINATES TURNBUCKLE 
Write for descriptive folder on Fig. 

268 Pre-Engineered Spring Hangers. 
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PAGES WITH THE EDITORS (Continued) 


‘ 


EDWIN FLEISCHMANN 


nomic stakes at issue in New York city 
were sufficiently ventilated and exposed 
so that the New York citizens understood 
them, the result might not be as foolish 
as some of our political cynics may as- 
sume. Maybe the real issue is not so much 
keeping economic issues away from the 
people, because of their very nature the 
people cannot understand them, as it is 
instructing the people so that they will 
understand and make an intelligent de- 
cision for themselves. Certainly, if a 
choice of the two alternatives is available, 
the latter is by far preferable. 


gna D. FARRAR, author of the lead- 

ing article in this issue on the New 
York subway fare situation, is a profes- 
sional writer of articles on business and 
economics. For some years he was a 
member of the editorial staff of Nation’s 
Business. A native of Alabama and a 
graduate of Millsaps College (Jackson, 
Mississippi), Mr. FARRAR was associ- 
ated with chamber of commerce work in 
Tennessee and other southern points be- 
fore entering the writing profession. He 
now resides in Washington, D. C. 


* * * * 


QO’ course, not every issue of transit 
operation and management can 
easily be settled at the polls. One operat- 
ing question which a good many transit 
companies are going to have to settle in 
the near future is the question of substi- 
tuting bus for rail equipment and the 
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establishment of bus lines in newly built- 
up urban and suburban areas. 


W: have the benefit of an experienced 
managerial mind in an article on 
the subject of postwar urban transit by 
ALFRED J. LUNDBERG, which begins on 
page 543. Mr. LuNpBERG, who was born 
and educated in San Francisco, started 
out in the securities business on the West 
coast and became interested in the old 
Key System Transit Company of Oak- 
land, California, of which he was made 
president in 1927. In 1929 the financial 
and corporate system was reorganized 
and, following the construction of the 
San Francisco-Oakland Bay bridge, it 
went in for electric trains and motor 
coach service. 


M®* LUNDBERG has long been active in 
the American Transit Association 
and the California Transit Association, 
becoming a sometime president of both 
organizations. He was one of the original 
members of the Presidents’ Conference 
Committee, organized in 1930 by the 
ATA to study improved transit facilities. 
He remained on this committee until its 
affairs were turned over to the Transit 
Research Corporation. 


* * * 


ages FLEISCHMANN, whose article 
on “Grass Roots Public Relations” 
begins on page 550, is a member of the 
staff of Gilbert Associates, Inc., engineers 
and consultants, of New York. Mr. 
FLEISCH MANN is a graduate of Harvard 


College and Harvard Engineering 
School. After five years with Westing- 
house doing design and engineering work 
on industrial electric heating projects, he 
joined the Niagara Hudson system in 
1927 and held various operating, admin- 
istrative, and engineering positions for 
fifteen years. When World War II broke 
out, Mr. FLEISCHMANN joined the War 
Production Board where he was associ- 
ated with the Office of War Utilities. 


THE next number of this magazine 
will be out May 9th. 


A, Cdicttinei 
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Ir ancient Arabia lucky Aladdin called 
bn his magic lamp and a Genie solved 
his problems. 


Now a Genie can solve your billing 
and bookkeeping problems! 


This modern Genie is speed. 





It springs from the automatic action 
and electric energy of the Model 285 
billing machine. 
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Remington Rand’s Model 285 is the 
only completely electrified billing 
machine to compute and print 
balances automatically. 













It is so automatic an operator needs 
only to insert forms and record data... 
the Model 285 does everything else 
automatically ! 










The 285 cuts unit billing costs. How? 









s for 

broke A Remington Rand specialist in utility 
War billing will show you. 

oat MODEL Phone for him zow, or write us. 

es. 285 
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i NEW YORK 10, N. Y. 
Machines for YOUR EVERY Requirement 
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THE CLEVELAND TRENCHER COMPANY 
20100 ST. CLAIR AVE. « CLEVELAND 17, OHIO 
“CLEVELANDS” Save More... Because They Do More 
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CLARIS ADAMS 
Retiring chairman, Institute of 
Life Insurance. 


Emit ScCHRAM 
President, New York Stock 
Exchange. 


Henry Forp, II 
President, Ford Motor Company. 


Excerpt from report of Commit- 
tee on Postwar Tax Policy. 


EpirortaL STATEMENT 
New York Herald Tribune 


JoHN W. McCormack 
U. S. Representative from 
Massachusetts. 


W. Grsson CAREY 
President, Yale & Towne Manu- 
facturing Company. 


Harey J. Lutz 
Professor, Princeton University. 


HaAro_p STONIER 
Executive manager, American 
Bankers Association. 


Joun C. Knox 
U. S. District Court Judge. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 


“The objective of public relations is reputation com- 
mensurate with character.” 
* 


“We need to recognize in this country that the quest of 
a fair profit is an honorable pursuit.” 


> 


“We must popularize the notion of work, and the best 
way to popularize it, that I know of, is to do it.” 


vw 
“Capital is the fountainhead of jobs in our capitalistic 
system . . . those who supply capital are, thus, the real 


creators of jobs.” 


* 


“. . . there can be full and profitable employment for 
labor only when there is full and profitable employment 
for capital.” 

ww 
“The Rural Electrification Administration program has 


strengthened and extended the American system which 
is based on private enterprise.” 


vw 
“My experience tells me that attempts to delay strikes 
by law are not sound; the so-called cooling-off periods 
usually develop into heating-up periods.” 


aa 


“We have still to meet the test of holding expendi- 
tures sufficiently below revenues to provide a current rev- 
enue surplus for debt reduction.” 


> 


“Management and labor are . . . only two names for peo- 
ple who all work for the corporations owned by workers, 
managers, and a large segment of the general public.” 


ye 
“Unless we are alert and ready to protect ourselves, it 
is entirely possible that union labor—a distinct minority of 
the population—will rule the majority. And, if this comes 
about, it will rule with a hand that is both hard and 
ruthless.” 


12 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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REMARKABLE REMARKS—( Continued) 


Epiror1AL STATEMENT 
The New York Times. 


Bernarp M. BarucH 
Financier. 


Estes KEFAUVER 
U. S. Representative from 
Tennessee. 


Leo WoLMAN 


Professor, Columbia University. 


Epiror1aL STATEMENT 
The Wall Street Journal. 


Rosert M. LAFoLtette, Jr. 
U. S. Senator from Wisconsin. 


LELAND OLps 
Chairman, Federal Power 
Commission. 


CuHar.es R. SAVAGE 
U. S. Representative from 
Washington. 
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“It is time we learned that haphazard interventions, or 
laws passed in anger in a moment of crisis, seldom turn 
out well. The Smith-Connally Act was itself such a law.” 


> 


“The process of individual effort which we call the 
capitalistic system may not be the ultimate, but it is the 
best thus far devised. It has proved itself so in peace and 
in war.” 


> 


“The Rural Electrification Administration is one of the 
most valuable of our government agencies. Its work is 
helpful not only to farmers but people in all strata of our 
society.” 


> 


“The payroll is the largest element of cost. If the 
payroll is raised 10, 15, or 20 per cent there is no way out 
but to raise prices. To talk of holding prices while the 
payroll is being pushed is to attempt the impossible.” 


> 


“It seldom happens that a bureau chief becomes con- 
vinced that his office is unnecessary or that the number 
of desks and swivel chairs within it is excessive. Nearly 
always he sees its importance growing and inadequately 
recognized by Congress. Year after year his annual re- 
ports plead for more money and more vested authority.” 


* 


“To date, Congress has authorized about $725,000,000 
for REA loans, exclusive of the $100,000,000 in the pend- 
ing [now passed] deficiency bill which will be approved 
shortiy. The ultimate goal of complete electrification of all 
rural areas, which should be completed within ten years, is 
estimated by the Budget Bureau to have a total cost of $1.,- 
825,000,000.” 

” 


“.. the next generation can look forward to increasing 
the present use of electricity four-, five-, and even sixfold. 
For, except in the Northwest where perhaps 30,000,000 
kilowatts of water power represent a unique energy re- 
source, the new hydroelectric power will be most eco- 
nomically associated with additional steam power gen- 
erated by new plants burning coal, oil, and gas.” 


¥ 


“The union officials do make jobs in this way: They 
help keep up the buying power of the worker so that his 
purchasing power helps keep the farmers prosperous, and 
he creates a great many jobs by his ability to buy things. 
The prosperity of the farmers depends upon the prosper- 
ity of the workers. It is the workers who defend and pro- 
tect the American standard of living. By refusing to work 
for anything less than a certain wage, they set the stand- 
ard.” ‘ 
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cleaner, 


Elimination of solids and moisture from steam leaving boiler drums, and an assurance 
of positive boiler water circulation, are accomplished with an unusual degree of effec- 
tiveness by the B&W Cyclone Steam Separator. Seven years of wide use in Babcock & 
Wilcox boilers have thoroughly proved the efficiency of the B&W Cyclone Steam Sepa- 
rator for the consistent and reliable production of clean, dry steam. 


WHAT THE CYCLONE DOES: 


The separation of the water and its at- 
tendant solids from the steam is so 
nearly complete in the Cyclone Steam 
Separator that boiler and turbine per- 
formance are improved in many im- 
portant ways: 
a} Boilers can be operated at greater water- 
level variation without priming, making larger 
and more rapid load swings safely possible. 
8 Complete separation of the steam from the 
water produces a maximum circulating head and 
delivers solid (steam free) water to the down- 
comers, thereby protecting boiler tubes against 
overheating and burnout. 

Dry steam is assured over wider range in 
boiler water concentration. 
4] Superheater tubes are protected from burn- 
outs and failure due to scale deposits. 
6 Longer perjods of continuous boiler opera- 
tion are secured. 

Savings in maintenance time and expense 
are effected in boilers and turbines. 
(7} Safety is promoted by reducing variations 
between water levels in drum and gauge glass. 


oO Turbine blades stay clean longer, permitting 
longer operating periods b cleanings. 





© Desired KW output can be maintained for 
longer periods. 


Separation of the water from the steam 
by the Cyclone Steam Separator is a 
continuous action. The kinetic energy 
of the steam and water mixture enter- 
ing the Cyclone forces the water and 
any entrained impurities to the wall of 
the cylinder, while the nearly pure, dry 
steam passes out at the top between 
corrugated scrubber plates. The water 
swirls down the cylinder wall to the 
bottom, where kinetic energy is again 
utilized to force the water through 
directing vanes with sufficient velocity 
to overcome the head of water in the 
drum. The action within the separator 
prevents its flooding, and assures the 
delivery of clean, dry steam at all times. 


The Cyclone Steam Separator is another 
B&W “first” in the development of 
better steam-generating equipment — 
another reason why it pays to see 
B&W first for the latest solution to any 
steam problem. 
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Cross section of typical Cyclone Steam 
Separator installation in a large boiler drum. 
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SCRUBBER ELEMENT = PERFORATED 
CORRUGATED PLATES DISTRIBUTION PLATES 


CYCLONE 
SEPARATORS 


B&W Cyclone Steam Separator with 
section cut away to show functioning. 
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Available Immediately! 
Limited Edition 


REGULATION OF 


RATES AND SERVICE 
OF PUBLIC UTILITIES 


A Volume Containing All Committee Reports and Papers 
Submitted at the 1945 Convention of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 





Including round-table discussions and reports'on the following timely 
and important subjects: 


The Rate Base—Rate of Return—Future of Telecommunications—Natural 
Gas _ Investigation—Aviation—License Contract (Telephone Com- 
panies )—Jurisdiction of Federal Power Commission and State 
Commissions Over Electric and Gas Companies—Legislation 
—Cooperation Between State and Federal Commissions 
—Accounting and Valuation 


$8.00 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1945 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


What is the Measure of the Rate Base? What is the Measure of a Fair Return Thereon? 
Address of John E. Benton, Advisory Counsel of the Association 

Some Aspects of the Rate Base, with Incidental Reference to the Rate of Return. Address of 
Dr. Clyde O. Fisher of Connecticut 

Future of Telecommunications as a Result of Improvements Made During the War. 
dress of Federal Communications Commissioner Paul A. Walker 

Interpretations of Uniform System of Accounts for Electric Utilities ... . 

Interpretations of Uniform System of Accounts for Gas Utilities 

Interpretations of Uniform System of Accounts for Water Utilities 

Corporate Finance, Committee Report on 

Progress in Regulation of Public Utilities, Committee Report on 

Natural Gas Investigation 
Address of Chairman Richard B. McEntire of Kansas 
Address of Mr. Warren Henry of Illinois (with illustrated — - 

1944 Depreciation Report (Supplement to 1943 Report) ... 

1943 Depreciation Report (277 pages) 

(Where remittance accompanies order we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BUILDING WASHINGTON, D. C. 
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The Record Proves That 


MERCOID 


Is Your Best Reconversion Stand-by 


The first conception of Mercoid Controls—nearly a quarter of a century 
ago—was based on an objective to create a line of Automatic Controls 
that would measure up to the important responsibilities to which con- 
trols are subjected. 








At the very start, there were definite ideas and pians around the use of 
a mercury switch as the nucleus in each Mercoid Control, consequently 
all control mechanism was designed to conform with this objective. The 
reason for the choice of mercury switches is due to the fact that they offer 
a much greater degree of constant reliability and longer control life in 
‘*making’’ and ‘‘breaking’’ an electrical circuit—very essential factors 
in the performance of automatic controls. 


Mercoid has adhered tc the 100% Mercury Switch Equipped Control 
construction, because it has met with increasing public approval. The 
approval reached its height during the critical days of winning the war 
when America's leading industrial engineers demanded Mercoid Controls 
in numerous essential war industries and wide spread war fronts. 


Mercoid Controls over the years, have weathered the acid tests of the most 


exacting demands. Their long record of satisfactory control performance 
is the best assurance for your postwar automatic control requirements. 


THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO 41, 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 





bed % 
pgs oe 
ee 


OF BILL ANALYSIS 


LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 











Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Chicago Detroit Montreal 
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CRESCENT SYNTHOL (Type 1) 


Allows Larger Capacity 
On New Installations 
and 
Yi Permits DOUBLE THE 
SNe. 12 QQ) = AMOUNT OF COPPER 


Type R 
carry 20 amps. 




















tH 


Existing Raceways 


Under present conditions there is urgent need for 
an economical and quick way of adding to the cur- 
. rent carrying capacity of branch circuit conduits al- 
ready installed. Increasing numbers of electrical 
appliances, air conditioning units and other equip- 
ment call for greater load on these branch circuits. 


iy @ Fr A simple solution to this problem is to replace pres- 
NEW ; : ent wiring with CRESCENT SYNTHOL Type T 
3 No. 8 ; (formerly Type SN), which offers an easy and low- 
Type T cost way approximately to double the current carry- 
carry 41 amps. ing capacity of the existing raceway. 


An even greater increase in carrying capacity can 
be secured by wiring with CRESCENT Type TW 


in place of lead covered cable in wet locations. 


. 


Write for Descriptive Folder on SYNTHOL Type T and Type TW. 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


CRESCENT @ 


WIRE and CABLE 
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KINNEAR DOORS 
offer ADDED 
SAVINGS with 
this KINNEAR 

Motor Operator 





x 
be 
Set 


4 


Se ree 


A touch on the button assures “attention-free” opera- 

tion of the KINNEAR Motor Operated Rolling Door 

giving added savings in manpower, in heating and air 

conditioning costs, and in time. The KINNEAR Motor 

Operator is an integral unit. The motor is a specially 

designed high torque output unit utilizing machine 

cut gears and precision bearings. 

OTHER KINNEAR FEATURES INCLUDE: Flexible steel slat curtain that coils out of the way....Kin- 
near’s “tough” all-steel construction stands up under hard night-and-day service. . . . All wall, floor 
and ceiling space around door is always usable. . . . vg For complete information, write 


today! THE KINNEAR MFG. CO. Factories: 2060-80 Fields Avenue, Columbus 16. Ohio: 1742 
Yosemite Avenue, San Francisco 24, California. 


Offices and Agents in Principal Cities. 


* 


Po KINNEAR 
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q Gueieee Public Power Association will hold annual meeting, Memphis, Tenn., May 
9-11, 





¥.International Lighting Exposition begins, Chicago, Ill., 1946. 





4 Indiana Gas Association will hold annual convention, French Lick, Ind., May 9-11, 1946. 





q@ Wisconsin Telephone Association will hold convention, Madison, Wis., May 14-16, 
1946. 





{ Southeastern Electric Exchange, Home Economics Conference, will be held, Atlanta, 
Ga., May 14-16 1946. 











q U. S. Chamber of Commerce begins meeting, Atlantic City, N. J., 1946. 
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9 Indiana Telephone Association begins convention, Indianapolis, Ind., 1946. ®@ 





4 Pennsylvania Gas Association will hold meeting, Wernersville, Pa., May 21-23, 1946. 





q Natural Gas and Petroleum Association of Canada will hold meeting, Windsor, Canada, 
May 22, 23, 1946. 





4 Southeastern Electric Exchange, Power Sales Conference, will be held, Asheville, N. 
C., May 23, 24, 1946. 





4 Pennsylvania Electric Association, Engineering Section, will hold meeting, Harris- 
burg, Pa., May 28, 29, 1946. 





AGA, Spring Executive Conference, starts, Cincinnati, Ohio, 1946. 
Snglien 7 ater Works Association conference begins, St. Louis, Mo., 1946. 





q American Gas Association, Natural Gas Department, begins annual spring meeting, 
Cincinnati, Ohio, 1946. 











{ Illinois Telephone Association begins convention, Peoria, Ill., 1946. 3) 
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New York City’s Subway Snafu 


The public operation, largely at taxpayers’ expense, of the most 

famous American municipal transportation system continues to 

go from bad to worse from a financial and service stand point, a 

condition from which nobody, in the opinion of the author, but 
the politicians benefit. 


By LARSTON D. FARRAR 


HE dubious honor of being the 

city with the nation’s No. 1 

municipal fiscal snafu today 
must go, with hardly a close chal- 
lenger, to the largest single city in the 
nation—New York, of course. 

New York, city of more financiers 
and finaglers, “common men” and un- 
common men, commuters and cut-ups 
than any other municipality, also has 
the biggest city transportation system 
in the United States. And this sys- 
tem likely is the biggest single reason 
for the fiscal snafu. 

Is this transportation system pub- 
licly or privately owned? I won't tell 
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you. I’ll let you guess. It’s city- 
owned, naturally. And whether the 
two are concomitant or not, you can 
pick up New York newspapers today 
and see such headlines as these: 

“City Sees Rise of $7,120,120 in 
Subway Deficit — Joseph Says Total 
Will Hit $54,769,251.” 

“Subways Called Unsafe; Rise in 
Fare Proposed.” 

“Quill Threatens Subway Strike if 
City Sells Generators.” 

“Rise in Transit Pay Means More 
Operating Deficit for Lines—Increase 
of $2 a Day Would Cause Loss of 
$18,000,000 a Year, Board Finds: 

APR. 25, 1946 
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Union to Speed Drive This Week.” 

To be sure, New York is not the 
only city in the nation which has a 
municipally owned transportation sys- 
tem. Cleveland, San Francisco, and 
Detroit have city-owned systems, and 
Chicago is in the process of making its 
system municipally owned and op- 
erated in every respect. New York is 
not the only city that has trouble with 
its fares, either. Most cities encounter 
opposition from one source or another 
every time a rate is changed, whether 
its transportation system is publicly or 
privately owned. And, of course, labor 
troubles are not confined to New York 
city. 

But—and it’s a big but—New York 
city’s municipally owned subway sys- 
tem presents the most glaring example 
of how, once a city system gets mixed 
up in politics, a real snafu develops. 
It has the biggest deficit of any trans- 
portation system in the nation—pro- 
portionately, or percentagewise. It has 
troubles with labor leaders that would 
never arise in a city in which the trans- 
portation system is privately owned. 
And its service, everything considered, 
is about as bad as New Yorkers could 
ask for—as they did, in effect, when 
they turned the system over to the 
politicians. 


HAT’S the trouble in New York? 
Why won’t public ownership 
work smoothly there and give the peo- 
ple all the blessings of utopian travel 
which proponents of public ownership 
for decades have been telling Amer- 
icans would be theirs under such a set- 
up? A person has to dig deep to find 
all the troubles and the troubles that 
are behind the troubles. 
The first question most folks ask 
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when they see an automobile wreck is: 
“How did it happen?” Maybe we can 
understand New York’s _ transit 
troubles better by asking—and trying 
to answer—that same question. 

The New York City Transit System 
of today is a result of the June, 1940, 
unification of two of the large private- 
ly owned transit companies with the 
city-owned and -operated Independent 
Subway system. The purchase price 
of the privately owned company prop- 
erties totaled $326,248,187, including 
$9,250,000 for the elevated lines con- 
demned for removal. Just previous to 
acquiring title to the privately owned 
line, the city, through condemnation 
proceedings, took title to the Fulton 
street and Fifth avenue “L” lines in 
Brooklyn, and the Ninth and Second 
avenue “L” lines in Manhattan. The 
structures of the Ninth avenue “L” 
line south of 155th street station, and 
the entire Second avenue “L”’ line be- 
tween Chatham square and 125th 
street in Manhattan have been de. 
molished and also the structure of the 
Fulton street and Fifth avenue “L” 
lines in Brooklyn have been de- 
molished. 


Sows. the city of New York is the 
sole owner and operator of all the 
subway and elevated lines in the city 
of New York and the owner and op 
erator of trolley and bus lines in the 
borough of Brooklyn, some of which 
extend into the boroughs of Queens 
and Manhattan. It has under its op 
erating jurisdiction slightly less than 
241 route miles of rapid transit lines, 
almost 192 route miles of trolley lines, 
and 110 miles of bus routes. Between 
June 29, 1941, and March 29, 1942, 
seven of the trolley lines were motor 
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ized, one of which was converted back 
to trolley operation on March 30, 1942. 

The system operates today in Man- 
hattan, Brooklyn, the Bronx, and 
Queens boroughs, under the admin- 
istration of the board of transporta- 
tion. For operating purposes, the en- 
tire system has been divided into three 
divisions known as the Independent 
Division (IND), the Interborough 
Rapid Transit Division (IRT), and 
the Brooklyn-Manhattan Transit Di- 
vision (BMT). In addition, there are 
some “L” lines in Manhattan, the 
Bronx, Brooklyn, and Queens, as well 
as the Hudson & Manhattan Rail- 
road, and various tubes under the 
Hudson and East rivers. 

No set time can be designated as the 
time during which the subway system 
snafu of today became inevitable in 
New York city, but several outstand- 
ing factors undoubtedly contributed 
greatly to the present conditions. Cer- 
tainly one of these important factors 
was the time, back in the post-World 
War I period when Mayor John F. 
Hylan, who served New York from 
1918 to 1925, decided to make a “‘5- 
cent subway fare” one of the big 
planks in his political platform. He 
yelled “nickel, nickel” longer and 
louder than his opponents and found 


himself a popular figure because of 
that. 


| bs those days, it was thought that 
subways might lose money on a 
million fares or so at 5 cents a fare, 
but would make money if several mil- 
lion more 5-cent fares were collected. 
Hylan talked a lot about “volume.” 

This talk reminded a lot of old- 
timers, both in New York and else- 
where, of the story of the New York 
hat maker who claimed to be selling 
hats for only $1, although they cost 
him $1.19. 

“But how can you stay in business, 
if you take such a loss?” asked a sus- 
picious customer. 

“Well, confidentially,” whispered 
the merchant behind his hand, “‘it’s be- 
cause we can sell so many of them that 
way.” 

It may be that if enough volume 
could be drummed up for New York’s 
subway system, so as to keep every car 
loaded to capacity on every trip, a 5- 
cent fare would do the trick and keep 
the subway out of the red. But this 
would mean that almost all the folks 
in New York would have to change the 
habits of their lives, riding up and 
down Manhattan island every hour of 
the day and night in order to give the 
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a municipally owned transportation system. Cleveland, San 


q “... New York is not the only city in the nation which has 


Francisco, and Detroit have city-owned systems, and Chicago 
is in the process of making its system municipally owned and 
operated in every respect. New York is not the only city 
that has trouble with its fares, either. Most cities encounter 
opposition from one source or another every time a rate is 
changed, whether its transportation system is publicly or 


privately owned.” 
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subways something near 100 per cent 
load factor: The very idea is absurd, 
of course. As a matter of fact, despite 
the greatest practical volume of traffic 
in the history of that city, or any city, 
in the past four years, the subway sys- 
tem has not been able to operate with- 
out benefit of a subsidy from the city’s 
general fund. 


| neg LaGuarptA, the famed 
“Little Flower,” who had cam- 
paigned like all other successful can- 
didates for mayor in New York since 
Hylan’s day on the “5-cent” fare is- 
sue, was loath to admit it, but he did 
publicly in 1944. He came right out 
and said that “no matter how you 
figure it, it costs 7 cents to haul a per- 
son on the New York subway system.” 
Another important factor in the 
present snafu took place on April 8, 
1929, when the United States Su- 
preme Court in the case of Gilchrist v. 
Interborough Rapid Transit Co.’ ruled 
that the private transit company, 
which then operated the largest sub- 
way system, could not charge more 
than 5 cents a fare for subway service, 
although the company had shown con- 
clusively that it could not operate “in 
the black” at such a rate of payment 
from the public. The legal reasoning 
of the decisions is rather complicated 
because it involves old contracts be- 
tween the city and the subway opera- 
tors which resulted in a quasi partner- 
ship relation. But the fact remains 
that the subway was forbidden to 
charge a self-sustaining fare and that 
meant inevitably government owner- 
ship—just as it has in other cities. 
Although the subway system, or the 
heart of it, remained in private hands 


1279 US 159, PUR 1929B 434. 
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from that day until June, 1940, losing 


money all the time, public ownership 
under such a condition became the only 
way out. That, incidentally, is one o 
the most insidious things about gov- 
ernment operation—its loss of f- 
nancial responsibility—because of its 
ability to go on, year after year, cover- 
ing up deficits which nobody notices 
because they are sneaked into the tax 
bill. Contrariwise, one of the principal 
virtues of private enterprise is that by 
its very nature it blows the whistle at 
the first real sign of chronic red ink 
trouble. Private enterprise has to re 
main solvent or go out of business. Ef 
ficiency and economical management 
are the price of such solvency. Jus 
one year’s deficit, such as a city-owned 
subway system rolls up with monoto- 
nous regularity, would be sufficient to 
blow the private operators into re 


ceivership (and did so, prior to the city 
acquisition). 


ND, of course, the present snafu 
became even more certain on the 
day in June, 1940, when the system 
came altogether under political cor- 
trol. It may not be inevitable, as many 
claim, that a transportation company 
just naturally becomes subject to 
bad management, poor service, and 
fiscal juggling the moment it is taken 
over by politicians, however high 
minded their intentions and char 
acters. But we don’t have much 
evidence to the contrary. Sooner of 
later, the cold, hard facts of economic 
begin to emerge, as they have done it 
New York. And these facts cannot be 
dissipated by political wishful think 
ing or hot air. 
The subway snafu in New York has 
grown with each passing year, until 
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New York City Transit System 


<4 HE New York City Transit System of today is a result of the 

June, 1940, unification of two of the large privately owned trans- 

it companies with the city-owned and -operated Independent Subway 

system. The purchase price of the privately owned company properties 

totaled $326,248,187, including $9,250,000 for the elevated lines con- 
demned for removal.” 





this very day. Never has the system, 
under city management, been able to 
make enough money in any year to pay 
the interest on the money invested, or, 
for that matter, to keep the lines in 
first-class physical condition and to 
show an operating profit. This, despite 
tax exemption. 

Only several weeks ago, the system 
was declared “dangerously unsafe” in 
agloomy report by the Commerce and 
Industry Association of New York. 
Just reading this apparently unbiased 
report is enough to make a thoughtful 
man shudder at the risks being run 
daily by millions of persons who use 
the New York subway system. -This 
study viewed the transit system as go- 
ing from “bad to worse” financially 
and asserted that it “appears that noth- 
ing short of a terrible accident with re- 
sulting loss of life will be required to 
correct the present dangerously unsafe 
transit situation.” The report further 
warned that growing deficits must be 
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halted before they jeopardize the fi- 
nancial structure of the city, and it 
recommended an increase in fares as 
the solution. 


, ee report, prepared by Thomas 
Jefferson Miley, secretary of the 
Commerce and Industry Association 


of New York, listed safety, the 
rehabilitation of the system, and in- 
creasingly large annual deficits as im- 
mediate problems facing the New York 
Board of Transportation, which has 
over-all supervision of the city subway 
system. Also, the study predicted that 
the system would have an operating 
deficit of $52,000,000 for the fiscal 
year ending June 30, 1946. It foresaw 
continuation of the downward trend in 
transit revenues and an increase in op- 
erating costs. The study stated that the 
city could not have safe, time-saving, 
and adequate improvements and ex- 
tensions of the system “until it be- 
comes self-sustaining.” 
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It is possible to find plenty of proof 
to back up these slashing indictments. 
Only a few days before, New York 
city comptroller, Lazarus Joseph, had 
pointed out to reporters that constant- 
ly mounting costs of transit debt serv- 
ice will impose an added $7,120,120 
burden on the city’s real estate tax- 
payers during the fiscal year beginning 
next July Ist. According to the comp- 
troller’s report on the next budget pe- 
riod, the subway deficit will rise from 
an estimated $47,649,131 in the cur- 
rent fiscal year to an all-time high of 
$54,769,251 during the next budget 
year. This, it will be noted, is an even 
higher estimate than the one made by 
the conservative businessmen who are 
demanding that people who ride sub- 
ways be made to pay for their own 
transportation and not depend on tax- 


payers to pay a part of every trip. 


HE ironic part of all this dreary 

picture of growing deficits on city- 
owned transit systems which are not 
only tax exempt, but (as in the case of 
New York) also eat up tax revenue 
supplied by other utilities, is the fact 
that transit companies in other cities 
are able to pay their own way and pay 
taxes besides. This is because they are 
privately operated and have no other 
alternative. The Capital Transit Com- 
pany in Washington, D. C., for ex- 
ample, charges no more than the fare 
which the municipal system in San 
Francisco proposed to put into effect 
(3 rides for a quarter). Yet it pays 
taxes instead of stealing them from 
the other taxpayers. It manages to 
make a profit for the private owners. 
Privately operated transit systems, of 
course, have their own troubles with 
labor, with worn-out equipment, with 
APR. 25, 1946 


automobile competition. But as long as 
they operate under private manage. 
ment they don’t cost the other tax- 
payers a nickel. Instead, they con- 
tribute their share of taxes to lighten 
the burden of the others. 

Just as all these facts, which, taken 
by themselves, make a big argument 
against public ownership of transpor- 
tation (at least in New York city), 
were being aired in the newspapers,fii 
some corollary troubles of public 
ownership began to show up, much to 
the embarrassment of the thinkers who 
believe that politicians can operate a 
subway system better than private 
owners. 


N™ York city was treated, in the 
course of a month, with threats 
of two strikes—from widely varying 
groups. Both the extreme left-wing 
Transit Workers Union (CIO), 
headed by the Communist-party- 
liner Michael J. Quill, and a group of 
New York city real estate taxpayers 
threatened to strike—for widely vary- 
ing reasons. 

Quill, hearing that the city intended 
to sell three relatively small power 
plants furnishing power for two of the 
New York city subways, threatened to 
“tie up” the city’s whole transporta- 
tion system unless Mayor Williamg) 
O’Dwyer first called a referendum ong; 
the matter. The mayor, who subse 
quently called Quill’s bluff on another 
threatened strike involving the issue 0 
collective bargaining, immediately ac 
ceded to Quill’s demands and said the 
power plant deal was off. Whatever 
the merits of the city’s judgment of 
the question of selling these powtf 
plants to Consolidated Edison Com 
pany, from which the subway system 
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could have purchased power at a 

eaper rate than it could make its 
-Bown power in its outmoded plants, the 
fact is that this was a question of man- 
agement alone. In any city with a pri- 
vately owned transportation system, a 
potential strike such as this could not 
arise, for management can sell, or buy, 
-Mequipment or properties as it wishes, 
without consulting union leaders. Yet, 
in New York, it has become a govern- 
mental matter and a political question 
whenever the city wants to buy this or 
that type of subway equipment, or sell 
this or that portion of its existing 
plant. 


Liew other strike—the potential 
“taxpayers strike’—likely never 
would have been mentioned if the New 
York transit system were privately 
owned and operated, for this potential 
strike has its genesis in the custom of 
“Bthe city in using real estate taxes to 
pay off the subway deficit. A group of 
real estate taxpayers notified the city 
‘Jgovernment that they would exercise 
their legal prerogatives of not paying 
axes for three years if the mill rate 
were jumped exorbitantly again. The 
spokesman for the group emphasized 
hat it was “no joke.” 

Further complicating the picture in 
New York city, and elsewhere, when 
it comes to attempting to put a city- 
owned and -operated transit system on 


a “pay-as-you-ride” basis is the 
shadow of the Office of Price Admin- 
istration in the background. The old 
saying: “Oh, what a tangled web we 
weave, when first we practice to 
deceive,” was never proved truer than 
in the case of political transit control 
in New York city and elsewhere. 
Those who first practiced deception are 
now dead, or out of office, but the 
problems they caused by their fiscal 
deceptions live on. In San Francisco, 
when the city tried to raise its rates so 
that persons riding the streetcars and 
busses would pay a just fare, the OPA 
stepped in, appealed to Federal court, 
and obtained an injunction against the 
raise, although the city council had 
voted in favor of the increase. There 
is reason to believe that OPA will step 
into the New York snafu (and make it 
even more complicated), if rates are 
raised. 


UT, as always, the politicians in 
New York city who always have 
campaigned on a “nickel subway fare” 
and still hold out for it have some 
phony points they raise to befuddle 
and confuse the public thinking. In so 
far as it’s possible, there are listed be- 
low the salient points of these argu- 
ments. 
First, they say that by subsidizing 
the fares of millions of commuters, 
New York city makes its real estate 


passing year, until this very day. Never has the system, under 


q “THE subway snafu in New York has grown with each 


city management, been able to make enough money in any 
year to pay the interest on the money invested, or, for that 
matter, to keep the lines in first-class physical condition and 
to show an operating profit. This, despite tax exemption.” 
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much more valuable. If it were not for 
the subways, it is said, then the land 
in New York would not be worth 
half as much, or a tenth as much, as it 
actually sells for today. 

Now, on the surface, this is a very 
beguiling argument. But you have to 
go below the surface (into the subway, 
as it were) to see the fallacies inherent 
in such a statement. Just turn the 
statement around. If there were not a 
lot of valuable real estate in New York 
city and a lot of big buildings, there 
would be no subways, either. Did the 
politicians ever consider that? Which 
came first, the chicken or the egg? 
Which came first, the city of New 
York or the subways? This latter ques- 
tion answers itself. The city was there 
first, and its growth caused a growth 
in transportation facilities and a need 
for more and more advanced facilities. 

Finally, this need culminated in the 
subways. To argue that the subways 
caused the city is to argue, in effect, 
that you could build a subway system 
out in the plains of Kansas and a big 
city would grow up around it. Of 
course, the subway did increase real 
estate values in New York city, to 
some extent, but the question is not 
that. The question is, did it not also 
increase opportunities for persons to 
get to work more quickly, thus saving 
millions of persons millions of hours? 
Did the subway not make possible in- 
numerable new opportunities both for 
those who own buildings and real 
estate in New York city and for those 
who do not? 


HE subsidized subway fare not 
only increases values of property 
in New York city (whose owners must 
pay the subsidy), but it increases 
APR. 25, 1946 5 


values in the 50 or 100 small comg§— 


munities outside New York city, 
where the commuters live—and where 


person to be penalized and have to help 
pay the fares of others who ride New 
York’s subway system just because he 
owns property inside New York city, 
while other owners of real estate just 
across the city limits do not have to 
pay their proportionate share? The 
people who own developments outside 
New York city have benefited im- 
measurably by the subway, but when 
they go into town, under present con- 
ditions, they pay only a nickel fare 
when they ride the subway and, in ef- 
fect, are being double-helped by the 
owners of New York real estate. 

In other words, the nickel fare on 
the New York city subway makes it 
that much easier for people who dof 
business in downtown New York to 
live in homes outside of the city limits; 
thereby reducing the total amount 
of taxable property which might other- 
wise remain on the city tax rolls. Thisfi* 
means, of course, so much more tax 
burden on property remaining inside 
the city limits. This follows the all too 
familiar pattern of economic blight 
which is eating away the hearts of s0 
many of our American cities; where 
by the well-to-do citizen moves out of 
the city limits to a fashionable sub 
urban home and leaves his less for-§ 
tunate brother to occupy a steadily 
deteriorating downtown section with- 
in the city limits. This is the way 
slums get started and expand in the 
older parts of our cities. 


= 


HE proponents — usually poli 
ticians — of a subsidized transit 
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Attempt to Raise Rates in San Francisco 


ve [* San Francisco, when the city tried to raise its rates so that persons 

riding the streetcars and busses would pay a just fare, the OPA 

stepped in, appealed to Federal court, and obtained an injunction against 

the raise, although the city council had voted in favor of the increase. 

There is reason to believe that OPA will step into the New York snafu 
(and make it even more complicated ), if rates are raised.” 





fare in New York say, secondly, that if 
wmthe fare were raised to 7 or 8 
cents so that the system could operate 
in the black, employers in the city 


+c: Would have to raise wages slightly. 


They argue that employers would 
.Brather pay a slightly higher rate on real 
estate taxes than to have to pay the 
increased wages. 

This argument, too, sounds good; 
but let’s go back down into the subway 
and examine it. In the first place, it 
overlooks the fact that employers and 
owners of real estate in New York 
city are not always the same persons. 
Several hundred thousand employers 
.fin New York city own no real estate 
in the city. They rent their offices, 


ith Shops, or places of business, and live 


outside the city. The real estate tax 
tate affects them indirectly. To the ex- 
tent that it does, they have higher op- 
erating expenses anyhow. So this 
i argument boils down to whether to 
it pay the expense in wages or in rentals. 


A lot of employers, like the comedian, 
Fred Allen, have phobias about own- 
ing real estate. It is said that he has 
made millions of dollars in New York, 
but has never purchased even a house. 
He rents the apartment in which he 
lives. 

In the second place, this argument 
is fallacious in that it presumes that all 
persons who ride subways are em- 
ployed in New York city. This, of 
course, is far from the actual truth of 
the matter. Millions of persons visit 
New York from out of the “hinter- 
lands” during the course of a year and 
during their visits use the subways 
more or less regularly. It is doubtful 
that, if these visitors were told the fare 
was 7 or 8 cents, they would 
resent it and never ride the subways 
again, considering the fact that it costs 
them 75 cents to go from Times 
Square to Fiftieth and Park avenue 
(about a mile) by cab. As a matter of 
fact, the writer has seen strangers in 
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New York try to put dimes in the 
subway slots by mistake. 


Cae ago, an out-of-town vis- 
itor was joshing a New York 
city newspaperman about the peren- 
nial row over the nickel fare. He said: 
“Why is it that New Yorkers, with 
their reputation of being such hot 
sports, big shots, and wild spenders— 
with all their talk about burning up a 
$100 bill in a night club on a single 
mild evening’s entertainment for a 
party of two, gripe so much over spend- 
ing more than a lousy nickel for a sub- 
way ride?” “Don’t you know?” 
answered the scribe, “it’s because a 
nickel subway fare is about the only 
thing that the New York city hot shot 
cannot put on the cuff.” 

And, finally, this higher wage argu- 
ment is a feeble attempt to mix labor 
relations with real estate taxation and 
does justice to neither problem. If, 
say, 10,000 employers have to pay a 
slightly higher rate of wages, when 
and if the subway fare is raised to 
make the subway system pay its own 
way, then why not let the employers 
worry about this? So far as can be 
determined, not a single responsible 
employer group has ever put forward 
the argument that he wants a sub- 
sidized subway fare to keep him from 
paying higher wages or salaries. Em- 
ployers, by and large, would rather 
bargain collectively with their own 
employees than to try to bargain with 
the city council, or with the tax collec- 
tor, once a higher mill rate were passed 
by the council to pay off the subway 
deficit. 


HE proponents of a subsidized 
fare in the third place argue in its 
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favor by asking this question: Wh 
not subsidize the subway fares—it’s 
just a bookkeeping transaction? 

This argument, too, sounds good 
until we put it under the X-ray. 

If it is logical, then why should not 
the city allow it to be carried over into 
other fields—of social compensation 
for the masses. LaGuardia is reporte( 
to have once said that he didn’t mind 
paying extra real estate taxes, becaus¢ 
this let him pay all the extra pennies 
with one check at one period of thg 
year and kept him from bothering wit 
fishing for a penny or two to put with 
a nickel every time he used the sub 
way. 

Well, why don’t we try this, say, 
with clothing? In going into a haber- 
dashery, we might be charged $69.50 
for a suit. Why not just have it fixed 
so that we could hand the salesman an 
even $50 and say: “Put the differen 
on my real estate tax bill. I can’t fool 
with all these uneven amounts.” 

Or, why not allow the housewife at 
the grocery, if the bill was $10.89, to 
say: “Aw, don’t bother me with pen- 
nies and such. Just put the difference 
on my tax bill.” 

We have in America today, through 
the beneficence of our Federal govern- 
ment, subsidies on many grocery 
items, subsidies on millions of rented 
homes built with government money, 
subsidies on many of our industrial 
products. But these so-called “sav- 
ings” are not savings at all, just as the 
New York subsidized subway fare 
represents no savings. 
serve to lessen our individual sense of 
responsibility by spreading the loss on 
the general tax debt. It is as impossible 
to do away with the simple laws of 
economics as it is to do away with the 
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laws of gravity. Both can be suspended 
for a time, but both continue working 
all the time and eventually win out. 


N oT only does the taxpayer (who 
in most cases today is the con- 
sumer, also since about one-half our 
people actually pay income taxes and 
all of them pay excise taxes in one way 
or another ) have to pay interest on the 
additional deficits created by the sub- 
sidies, he has to pay a handling charge. 
An army of government employees 
has to keep account of the transac- 
tions and they must be paid salaries. 
More employees have to be hired to 
check the first bunch, who keep charge 
of the transactions, and they, too, must 
be paid salaries. More employees have 
to be employed on a big scale at the 
Treasury, in the postal system, and in 
many other bureaus to see that the 
subsidy checks are made out right and 
are delivered and that everything 
comes off as planned. The taxpayer 
(who is the consumer) not only pays 
the subsidy, he pays a great deal more. 

Everybody loses in such an arrange- 
ment—except, perhaps, politicians in 
power. For them, it means more 
patronage, more bought support. That 
is why Federal subsidies, put into ef- 
fect two years ago as a “temporary” 
measure, are still with us—and will be 


with us for a long, long time. That is 
why the New York city subway sys- 
tem is in a such a mess. 

How does the transit employee 
make out when the city takes over di- 
rect operating control of his job? The 
answer is right in New York city. He 
loses his liberty of action, his right to 
strike, his right to bargain collectively. 
How long will unions leaders be blind 
to the lessons of history so recently 
made in Russia, Nazi Germany, and 
Fascist Italy? The lesson is simply 
that whenever labor unions tangle 
with government, they are bound to 
come out chained to the chariot of gov- 
ernment. The broken unions and 
masses of slave workers in totalitarian 
states abroad should bear witness to 
this fact. In plain words, a truly free 
labor movement cannot exist in the 
modern world without free private 
competitive enterprise. 


HE more recent success of Mayor 

O’Dwyer in refusing to bargain 
collectively with Mike Quill’s CIO 
union — despite a strike threat which 
Quill had to back out on, at the last 
minute — is interesting evidence of 
something else. It is evidence that 
government, as employer, cannot treat 
organized labor as fairly as it com- 
pelled private enterprise to treat labor. 


e 


tory so recently made in Russia, Nazi Germany, and Fascist 


q “How long will union leaders be blind to the lessons of his- 


Italy? The lesson is simply that whenever labor unions tangle 
with government, they are bound to come out chained to 
the chariot of government. The broken unions and masses of 
slave workers in totalitarian states abroad should bear wit- 
ness to this fact. In plain words, a truly free labor movement 
cannot exist in the modern world without free private com- 


petitive enterprise.” 
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The noted newspaper columnist, David 
Lawrence, stated, shortly after the 
strike threat was dissolved: “In the 
transit crisis, the city’s Democratic ad- 
ministration refused to swallow the 
medicine of the Wagner Act which 
Democratic Congressmen once foisted 
upon employees of the nation.” 

If a privately owned utility tried the 
same stunt with Quill’s union that 
Mayor O’Dwyer got away with (re- 
fusing to bargain collectively) the Na- 
tional Labor Relations Board would 
jump on it as quick as a duck on a June 
bug. Yet, CIO labor leaders, blindly 
refusing to see this labor advantage in 
cooperating with private enterprise, 
continue to cry out with strange 
perversity for more and more public 
ownership. If it were not for con- 


sideration of how the rest of the pub- 
lic, especially the taxpayers, would suf- 
fer, one might almost hope that they 
would get their wish and all the restric- 
tions on labor unions which would 
inevitably go along with such public 
ownership. As an old pioneer Irish 
judge said years ago, when he con- 
demned some cattle rustlers to be 
hanged, it would “teach these foine 
buckeroos a lesson they'll be after 
remimberin’ for th’ rest ov their 
lives!” 

Who benefits from public owner- 
ship of transportation facilities in a 
city ? The answer is right in New York 
city. 

Nobody benefits except the poli- 
ticians. And, even they benefit only 
temporarily. 





Universality of Power Demand 


oT: HE development of cheap power has always brought 
a correlative development of the area which enjoys its 
benefits. There is no reason why the experience in the upper St. 
Lawrence territory should be different from that which has 
occurred in other parts of the country. Power is the heart of 
American industry. The manufacturer who does not base his 
operations on the effective use of power cannot compete with 
our efficient industrial giants. The trend toward power use, and 
the whole maze of technological developments associated with 
electric power, has been accelerated during the war years and 
is clearly more important now than ever before.” 
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—Henry A. WALLACE, 
Secretary of Commerce. 
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War and Probable Postwar 
Urban Transit 


There is a future for public transportation in American cities, 

declares the author, and the trends will be toward modern 

equipment, regardless of whether it be of rail or rubber, to- 

ward faster acceleration and deceleration, and toward a balance 

between the use of modernized public transit and the use of the 
private automobile. 


By ALFRED J. LUNDBERG 
PRESIDENT, KEY SYSTEM, OAKLAND, CALIFORNIA 


war developments in the transit 

industry, it is necessary to put the 
wartime developments in proper per- 
spective by a very brief review of what 
had been happening in the transit in- 
dustry of this country in, say, the two 
pleasure-type automobiles. 

It will be recalled that the auto- 
mobile, the private automobile, com- 
menced to be introduced in this coun- 
try on a very large scale somewhere 
around 1925. That was the peak year, 
prior to the war, of riding on transit 
properties in America. 

From 1925 to 1933 the automobile 
commenced to be introduced on a 
tremendous scale. There came to be 
used in this country, up to the time 
just before the war, some 29,000,000 
pleasure-type automobiles. 


[’ dealing with wartime and post- 
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Concurrently, there were developed 
new types of transit vehicles, the first 
being the bus or motor coach ; then the 
PCC car; and then the trackless trolley 
coach. All of these vehicles were being 
introduced into the transit industry 
throughout the nation in the period in 
which traffic was being lost to the auto- 
mobile and in the years that followed. 

I should mention, also — though it 
has no particular relationship to urban 
transit—that the introduction of the 
automobile and of the bus brought 
about another unforeseen result, which 
was the decline and practical extinction 
of interurban electric railways as pas- 
senger carriers. There had been a 
great growth of interurban electric 
railways, but they evidently could not 
stand the competition of the auto- 
mobile and the bus, and interurban 
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electric railways almost passed out of 
the picture. 

Now this process of adjustment to 
the new and lower level of traffic which 
occurred throughout the nation was 
carried on in several forms: abandon- 
ment of rail lines, substitution of gas 
bus, substitution of electric trackless 
trolley coaches, introduction of PCC 
cars, changing the systems throughout 
the nation wherever they consisted of 
streetcars to one-man operation, and 
other methods of economy—all for the 
purpose, it might be expressed in a 
word, of making a living on the new 
and lower traffic level. 


| preeaea the years 1925 to 1933 
many thought the business was 
on the road to extinction. However, 
it developed—and it has only recently 
been realized by city planners—that in 
cities of present pattern—I mean with 
central business districts and tall build- 
ings—there will always be room for 
urban transit. This process of adjust- 
ment to the new conditions and the 
process of modernization were being 
carried on at various rates in different 
cities of the country. In some cities 
very little had been done; in other cases 
the process might be said to have been 
carried to a 100 per cent conclusion. 
In Indianapolis, for example, the prop- 
erty had been completely reéquipped 
with a combination of PCC cars, track- 
less trolley coaches, and motor coaches. 
Many cities went entirely to rubber- 
tired vehicles—Seattle and Honolulu 
are examples. 

Now, to give some idea of what hap- 
pened in the transit industry as a re- 
sult of the war, I will quote the 
grand total of passengers carried on 
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the urban transit systems of this coun- 
try in 1939, which is the last year prior 
to the defense activities which were 
immediately followed by war. There 
were 12,837 million passengers. I ex- 
press it in that form because the use 
of billions and trillions confuses every- 
one. There were 12,837 million passen- 
gers carried in the year 1939 on our 
American transit systems. In 1944 the 
corresponding figure was 23,017 mil- 
lion, almost double; and that almost 
double had to be carried with substan- 
tially the same fleet of equipment. The 
net additions to the equipment were 
very small indeed. As a matter of fact, 
the new equipment manufactured dur- 
ing the war years has been by no means 
sufficient to replace the normal wear 
and tear of equipment. There were, 
however, net additions in many places 
through the process of keeping equip- 
ment running, which normally would 
have been retired ; and, more than that, 
bringing back from the scrap heap, 
wherever it was possible, equipment 
that had already been retired. 


N™ this tremendous growth of 
traffic, this doubling of traffic, 
has carried almost every transit com- 
pany in the country beyond its former 
all-time high of 1925. One might be- 
lieve that transit companies would be 
very happy to have an increase in traf- 
fic; and, had it been a modest increase, 
they would all have been very happy. 
But the increase in traffic could well be 
compared to medicine: A few tea- 
spoonfuls might be good while the 
whole bottle might kill. 

So we have had increases of traf- 
fic beyond the comfortable capacities 
of the systems, and the increases were 
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not quite the blessings an outsider 
might believe. So much for the war- 
time developments. They have not re- 
sulted, by and large, throughout the 
country in an augmentation of the 
earnings of the business that might 
have been expected. True, practically 
every company has done better in that 
one respect than it had been doing 
prior to the war ; but there were a num- 
ber of factors at work which operated 
to prevent the augmentation of net 
earnings to the extent that might have 
been expected. 

Operating costs greatly increased. 
It was necessary to pay large overtime 
charges. The accident cost increased. 
The cost of getting things of all kinds 
done greatly increased. For those who 
managed to have sufficient increase in 
gross to more than make up for all 
those items, our old friend, the income 
tax, prevented them, and still pre- 
vents companies—and I think it is a 
pity — from making the progress in 
improving their capital structure and 
in reducing debts that would be a real 
asset to the cities of our country, had 
it been possible to devote all of the 
net earnings to the improvement of the 
capital structure. 


B= the transit industry by and 
large had been in financial difficul- 


ties ever since the first World War, it 
would have been a permanent gain to 
every city in the country if it could 
have been possible—which of course 
it was not—to wipe out the income tax 
feature and the excess profits feature 
and permit the companies to get in and 
“do their stuff” in postwar develop- 
ment. 

The main-line railroads have been 
talking about the same thing, and real- 
ly their problem is comparable. 

Now, a few figures concerning the 
division of this enormous gross reve- 
nue that has been coming in. Many 
people not in the industry are under 
the impression that the process of 
changing from rail streetcars to 
motor coaches and to trolley coaches 
had been carried to the point where 
there was very little rail operation left 
in our cities. 

It is true that some cities changed to 
rubber tires 100 per cent. Generally 
speaking, however, they were the 
smaller cities. In the larger cities of 
the country a considerable proportion 
of rail operation remained at the open- 
ing of the war, and of course remains 
today because no removal of rail plant 
or substitution of rubber-tired vehicles 
was permitted during the war. 

In 1944 the total gross revenue of 
our American transit properties was 


e 


and central business districts, cannot get by with the automo- 


q “AMERICAN Cities of the present pattern, with tall buildings 


bile as the sole means of travel. It is too inefficient as a user 
of street space, for, after all, the street space in American 
cities of the present pattern is definitely limited. Street widen- 
ings cost barrels of money, especially when they have to be 
done in central business districts where property values are 
high. The private automobile is an extremely inefficient user 


of the streets.” 
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$1,362,000,000. Compared with that 
the total revenue from local service of 
the Bell Telephone system with all its 
subsidiaries throughout the United 
States was $986,000,000; in other 
words, transit fares in cities, $1,362,- 
000,000 against $986,000,000 Bell 
system revenues from urban telephone 
service. 


HAT gross revenue of $1,362,- 

000,000 came from the following 
sources: rail operation $709,000,000 ; 
bus operation $585,000,000; electric 
trackless trolley coach operation $67,- 
000,000. Rail is, therefore, still the 
dominant factor in urban transit. 

The fleet in use in the transit indus- 
try in America reflects perhaps the 
same situation when one bears in mind 
the smaller carrying capacity, relative- 
ly, of motor coaches as compared with 
rail cars. At the end of 1944 there 
were in use in the United States 89,- 
240 vehicles in urban transit indus- 
try, and they were divided as follows: 
48,400 motor coaches, the largest 
group; 27,180 streetcars, the next 
largest; 10,105 subway and elevated 
cars; and 3,555 trackless trolley 
coaches. 

In 1944, the net increase in the total 
number of vehicles was only 1,133. 
Only a driblet of net addition was 
made to the fleet. It would be fair to 
say that the requirement for replace- 
ment of worn-out equipment and re- 
placement of obsolescent and obsolete 
equipment would have been in any 
normal year, at this time, 10 per cent 
of the normal fleet, or somewhere 
around 9,000 vehicles. So it is going 
to be a good many years after the war 
before it is possible to catch up with 


the procession of modernization, re- 
placement of worn-out vehicles or of 
obsolete vehicles. 


| pring the most interesting and 
the most difficult job is to develop 
the probable postwar trends in the 
transit industry. To write about what 
is probably going to happen is, of 
course, a very dangerous thing. How- 
ever, America has already returned to 
prewar private traffic levels and con- 
gestion is rapidly increasing. 

Now what are some of the reasons 
which underlie this growth of traffic 
that has been occurring since 1933? 
That is very interesting. Let us dis- 
regard the war period and just analyze 
the growth that has taken place since 
1933. 

Why did many persons think the 
urban transit industry was practically 
all through when it was going down 
every year between 1925 and 1933? 
The reason for that has only recently 
commenced to be understood by city 
planners and by others interested in 
these subjects. The reason is this: 

American cities of the present pat- 
tern, with tall buildings and central 
business districts, cannot get by with 
the automobile as thé sole means of 
travel. It is too inefficient as a user of 
street space, for, after all, the street 
space in American cities of the present 
pattern is definitely limited. Street 
widenings cost barrels of money, 
especially when they have to be done in 
central business districts where prop- 
erty values are high. The private auto- 
mobile is an extremely inefficient user 
of the streets. 

Some idea of how inefficient it is 
may be gained by figures based on 
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Public Transit 


“ee may be stated with entire confidence that American cities will 

never be without public transit, if they are to remain of the type 

we are accustomed to; that is, cities with concentrated business districts 

and tall buildings. It may come some day, but if it does it will be in the 

form of cittes spread over enormous areas and with great distances that 
must be traveled by everyone.” 





prewar traffic counts, undistorted by 
wartime restrictions. Automobiles op- 
erating on surface streets with grade 
crossings are found by traffic counts in 
many cities to carry an average of 1.7 
passengers per automobile. That is a 
remarkable statistical constant that 
prevailed before the war in cities on 
the East coast, the West coast, and 
the Middle West; no matter where 
counted it always worked out to a con- 
stant of about 1.7. 

The number of automobiles that can 
travel in a lane is such that at that 
tatio the carrying capacity of private 
automobiles per lane is 1,575 persons 
per hour. That is the best that can be 
done with private automobiles in a 
single lane. If one could get those au- 
tomobiles off the surface up on a free- 
way, or down ina freeway, or on some 
similar roadway, where there are no 
grade crossings—the carrying capac- 
ity could be pushed up to an average 
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of 2,625 persons per hour per lane. 
That is the best that could be done, 
a total of 2,625 persons per hour per 
lane. 

Now let us take public transit 
vehicles at prewar loading standards: 
trackless trolley coaches, 10,000 per- 
sons per hour; gas busses, 9,000 per- 
sons per hour per lane; streetcars, 13,- 
500 persons per hour per lane; electric 
trains, 40,000 persons per hour per 
lane. The contrast between the least 
efficient (from the standpoint of street 
space use) of public transit vehicles— 
namely, 9,000 persons—and the most 
efficient use of automobiles—namely, 
on freeways—is 9,000 against 2,625. 


6 ieee is only part of the story. The 
public transit vehicles are running 
all the time and do not need any space 
for parking. The automobile has to be 
parked. Therein lies a problem which 
is still the bane of all city planners be- 
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cause it is found that it takes as much 
space to park automobiles as it does to 
provide space for those who work in 
buildings. 

Take a concrete example: If every- 
one employed in a large building like 
the Russ building in San Francisco 
were to come to work in automobiles 
at the standard ratio of 1.7 persons per 
car, a garage would be required with 
exactly the same floor space as the 
Russ building. 

Of course, it is not possible to build 
garages that high because the elevators 
and ramps take too much space and it 
would take too much help to operate. 
So, in effect, if one wanted to make 
the Russ building practical under 
those conditions, it would have to stand 
like an island with many, many blocks 
of vacant parking space all around it. 

Even then, only those working in 
the building would be accommodated. 
The parking space would have to be 
doubled to take care of those who come 
there to do business. So if a city which 
had no public transit had to be fitted to 
take care of exclusively private auto- 
mobile traffic, a one-story limit would 
have to be established with somewhere 
around a half or three-quarters of each 
city block left available for parking. 
That wouldn’t be a city such as we 
know it. 


T may be stated with entire con- 
fidence that American cities will 
never be without public transit, if they 
are to remain of the type we are ac- 
customed to; that is, cities with con- 
centrated business districts and tall 
buildings. It may come some day, but 
if it does it will be in the form of cities 
spread over enormous areas and with 
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great distances that must be traveled 
by everyone. 

Therefore, the beautiful pictures of 
great, tall buildings, with elevated 
freeways running all over the place, 
are simply figments of the imagination 
of someone who has not taken into ac- 
count the unsolvable obstacle of park- 
ing. Now, that is not to say we shall 
not have more freeways and more off- 
street parking facilities, if we are to 
prevent decentralization and to make 
access freer. 

Unless we also have public transit, 
however, the cities will lose their 
present character entirely. That is the 
reason why we can predict with con- 
fidence that there is a future for pub- 
lic transit in American cities, in spite 
of the loss of much of the wartime 
traffic. 

The next question is: With what 
kind of equipment will these people be 
carried? There again it is fairly safe 
to make certain predictions because the 
tools, the types of equipment available 
to the transit industry, were developed 
and used before the war in sufficient 
numbers in different parts of the coun- 
try to provide reliable data as to their 
characteristics. 


¥ may be safely said that where the 
loads are extremely dense, as in 
Manhattan island and the various 
boroughs surrounding Manhattan, 
there just isn’t any way to do the bulk 
of the job without electric trains. The 
same is true in carrying traffic between 
the East bay cities and San Francisco 
over the San Francisco-Oakland Bay 
bridge. In the peak hour at least there 
just isn’t any other way to do it. So 
the electric train will have a place, 
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though it will be improved, borrowing, 
perhaps, ideas from the development 
of the PCC car as time goes by. 

In our cities there also will be a 
place in all probability for certain 
streetcar lines, equipped of course 
with the PCC type of car. I doubt if 
the largest cities, particularly the very 
large cities in the East, will ever see 
the entire removal of rails unless it be 
to move them upstairs or downstairs, 
probably downstairs, to get them off 
the surface. But I think there will be 
a considerable proportion of rail serv- 
ice on the heaviest lines in the largest 
cities. 

However, the greatest development 
will probably be in  rubber-tired 
vehicles, and the process of conversion 
of trackless trolley coaches and gas 
busses that went on in very heavy 
measure between 1925 and 1941 will 
probably continue at an accelerated 
pace in the years immediately follow- 
ing the war. 


HE trackless trolley coach, in par- 

ticular, is making vast strides 
ahead. In the more than fifty Amer- 
ican cities where trolley coaches are in 
use, the trackless coaches have met 
with great favor from both the pas- 
sengers and the transit operators. Pub- 
lic opinion polls in Memphis have in- 
dicated that 95 per cent of the riding 
public prefer the trolley coach over all 
other types of transit vehicles. 


Deliveries of trolley coaches now on 
order with manufacturers will more 
than double the present fleet. Such 
congested cities as Brooklyn, San 
Francisco, Atlanta, Kansas City, and 
Philadelphia, to mention just a few, 
have ordered hundreds of these 
vehicles to help solve traffic problems 
and provide the passengers with a 
swift, safe, and comfortable ride down- 
town. 

In communities of smaller size, but 
in some cases of quite large communi- 
ties, conversion to 100 per cent rub- 
ber, trackless trolley coaches and gas 
busses has taken place as in Honolulu 
and Seattle, cities of considerable size. 
How far that will go is perhaps the 
most difficult thing to predict in the 
whole future of the transit industry. 

I will say this: It is my judgment 
that the postwar trend in the transit 
industry will be toward modern 
equipment, regardless of whether it be 
rail or rubber, toward faster accelera- 
tion and deceleration, which are char- 
acteristics of both the PCC car and 
the electric trackless trolley coach, and 
toward a balance between the use of 
modernized public transit and the use 
of the private automobile in new free- 
ways, and in new off-street parking 
facilities, to the end that we may save 
our cities in substantially the present 
pattern and still provide a very sub- 
stantially bright future for public 
transit. 





6 at HE appeal for higher wages is understandable and natural ; within 
practicable limits it is desirable, but when it fails to take into 


account the obligation for greater hourl 
the seeds of destruction are being sown. 


output and lower final cost, 
abor has steadily made higher 


and higher real earnings in the United States because it has generally 
contributed more effort, more skill, and so lower-cost output.” 


ILLIAM L. Batt 


Former vice chairman, Star wr Production Board. 
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Grass Roots Public Relations 


The author outlines some important ways in which 
utilities often fail in developing sound and good deal- 
ings with their communities. 


By EDWIN FLEISCHMANN? 
CONSULTING ENGINEER, GILBERT ASSOCIATES, INC. 


N a broad, national scale, utili- 
O ties need the good will of the 
people because they depend on 
them for the right to do business, for 
their capital, their income, and for 
their very existence. Good public rela- 
tions are a composite of decisions and 
actions of three types: 


A. National Advertising and Legisla- 
tive Information Groups | 

These may be important to keep the 
industry favorably before the pub- 
lic. They cannot, however, do the 
job alone. They merely provide 
background for the remaining two, 
which touch the everyday lives of 
the people more closely. 

B. Local Major Policy Decisions 
Local managements are often called 
upon to decide matters of policy 
such as the frequency and size of 
rate reductions, or relations with 
municipal authorities or regulatory 
bodies. Such questions usually get 
into the newspapers. They can be 
handled in such a way as to put the 
utility in a favorable light, if the 


1 The views expressed in this article are the 
personal opinions of the author, and do not 
necessarily represent those of the organiza- 
tion with which he is at present associated. 


APR. 25, 1946 550 


manager views the situation broad- 
ly. They may just as easily cause 
an adverse reaction, if the problem 
is not thought through carefully. 


C. Local Operation 


The public usually reads about the 
two activities outlined above. They 
are outside the field of its own im- 
mediate experience. The most im- 
portant basis for the ordinary cus- 
tomer’s judgment of his utility is 
the degree of satisfaction which re- 
sults from the service he gets. To 
merit favorable notice by the pub- 
lic who are its customers, a utility 
must give outstandingly fine service. 
Real electric service consists of do- 
ing for customers everything they 
have a right to expect, and perhaps 
a little more, to make their use of 
the product pleasant, economical, 
and satisfactory. Encourage them 
to take the service for granted, but 
make the service so outstandingly 
complete in every way, that, when 
help is needed in any electrical prob- 
lem, they first think of the utility. 
Make easily available to them ad- 
vice from the home service depart- 
ment, counsel on lighting layouts, 
and appliance service, when they 
want to be sure of the best job in 
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town. The utility must establish 
and maintain its position as the one 
authoritative place to go for elec- 
tric service and advice of all kinds. 
Careful supervision is needed to be 
sure they are, and continue to be, 
the best ever. Then, when such ar- 
rangements are set up, and are the 
finest possible, the utility may not 
have to tell its customers about them. 
They will tell each other. 


HIs last, and most important phase 
of public relations, is entirely a 
matter of careful operation. It needs 
unremitting vigilance and close man- 
agerial supervision. Too frequently, 
executives of the companies, engrossed 
in other problems, have turned over 
training in “customer relations” to 
some high-pressure organization, 
which undertook to instruct the pub- 
lic contact employees by means of dis- 
cussion groups, lectures, and divers 
other media. But this did not relieve 
the manager of his continuing respon- 
sibility. He lived with the customers 
and the employees long after the pub- 
lic relations counsel had left. 
Fundamentally, five prerequisites 
form the basis of good public relations 
at the local level today. They stem 
directly from top management person- 
nel and policy. 


] THE management must be sincere 
e about wanting to gain good will 
by giving top-notch service. Ralph 
Waldo Emerson once wrote that “an 
institution is the lengthened shadow of 
one man.” If the head of the organ- 
ization does not wholeheartedly be- 
lieve in perfect service, his employees, 
too, will give only lip service to the 
idea. The manager must be so inter- 
ested that he is willing to devote his 
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time and energy unstintingly to the de- 
tails of the job. 

He will be most likely to do this if 
he is a man who is unusually particular 
and demanding of perfect service for 
himself, in his daily life outside, as 
well as within, his business. Only thus 
will he be qualified to judge the reac- 
tion of the most particular customer on 
the lines. Policies aimed at pleasing 
that customer will go a long way to- 
ward gaining the approval of those 
whose requirements are less exacting. 

In order to be sure that established 
policies are being understood and 
carried out, public contacts ought to 
be carefully sampled. There should be 
no secret about this. It will be most 
successful if 

a. All contact employees are told 
frankly that their work will be sam- 
pled from time to time. 

b. An independent sampler, un- 
familiar with company policies, does 
the work. 

c. The sampling reports are sub- 
mitted to and discussed with the em- 
ployees themselves, without naming 
those involved in the sampled opera- 
tion. 

Most employees will be glad to crit- 
icize a sampling report. They will be 
the first to point out mistaken tech- 
niques. The greatest care must be ex- 
ercised, however, not to permit sam- 
pling to be used vindictively. That 
would be manifestly unfair. It would 
undermine employee good will and be 
fatal to the whole program. 

The sensitive manager will ap- 
preciate this, by merely consulting his 
own feelings. His employees will re- 
act the same way as he does. 


PuBLIc contact employees must 
© be selected with great care. Prac- 
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tically all utility contacts with the pub- 
lic involve rendering a service. If the 
public contact employees all enjoy 
meeting, helping, and serving people, 
they will take pride in their job and 
the customers will sense that attitude. 
Furthermore, if these members of the 
organization are intelligent people, 
who know how to behave like ladies 
and gentlemen, customers will like to 
do business with them. The attempt to 
apply a veneer of politeness and 
thoughtfulness by outside instruction 
is usually fruitless. Those qualities 
must be innate. The old saying about 
the silk purse and the sow’s ear ap- 
plies forcefully here. 


Goop employee relations have a 

© powerful effect on public rela- 
tions. Most employees live in the ter- 
ritory served by the company. So do 
their friends. It goes almost without 
saying that, if the management can in- 
fuse in the body of employees an en- 
thusiasm for the company, its business 
methods, and service, their attitude 
will be reflected by their families and 
friends. Such enthusiasm, of course, 
can only be elicited by fair dealing, and 
a continuing record of the sort of treat- 
ment of the employees which they have 
a right to expect. The company’s serv- 
ice, if it is to be perfect, requires the 
utmost in sincere effort from each em- 
ployee in the company’s interest. It can 


= 


expect to give no less in return. It isa 
matter of mutual interest and concern. 
4 Rates for service must be rea- 

e sonable and favorable to growth 
of load in the appliances which are to 
be promoted. Perfection of service is, 
in general, a more potent force for 
good public relations than very low 
rates. But high rates, coupled with un- 
wise efforts to sell appliances which 
are uneconomical to operate on those 
rates, can only result in a series of 
high-bill complaints. These do harm 
to the company and its relations with 
its customers and to load growth in 
general. When complete rate adjust- 
ments are not possible, only such pro- 
motional work should be undertaken 
as will yield permanently satisfied cus- 
tomers. 

Utility rates operate, with compara- 
tively few exceptions, in a competitive 
field. Price of, and satisfaction with, 
one form of energy determines the cus- 
tomer’s preference for it, over another 
which is equally available. Too often 
utilities go blindly into campaigns, like 
those for the sale of electric water 
heaters. Sometimes the rates make the 
cost of operation too high; or perhaps 
the hot-water service is inadequate be- 
cause the unit is too small for the job. 
These reactions will lose not only the 
water heater-load, but the range as 
well, to say nothing of the most im- 


“PERFECTION of service is, in general, a more potent force 
for good public relations than very low rates. But high 
rates, coupled with unwise efforts to sell appliances which 


are uneconomical to operate on those rates, can only result 
in a series of high-bill complaints. These do harm to the com- 
pany and its relations with its customers and to load growth 


in general.” 
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portant item — the customer’s good 
will. 

A minor irritant in this same field 
is the complicated nature of many rates 
and the rules and regulations under 
which service is supplied. Simple, 
straightforward statement of a mini- 
mum number of restrictions will 
appeal to customers and simplify the 
company’s work, too. 


x THE company should concen- 
© trate on those activities which 
contribute most to full enjoyment of 
the use of the service, subordinating 
many sales activities of doubtful value. 
Perhaps because new business and 
sales promotion expenses of utilities 
have been easy to justify in the past, 
there has been too little analysis of the 
real worth of the expenditures in 
building business and good will for the 
company. For many years, the normal 


trend of sales has been upward; there 
have been only brief interruptions in 
this progress during the past twenty- 


five years. Revenues per customer 
have gone up, kilowatt hours per cus- 
tomer have increased, and rates have 
been reduced. New business depart- 
ments, pointing with pride to these 
achievements, have expanded their 
activities in merchandising appliances, 
ranges, water heaters, lamps and lamp 
bulbs, financing of time-payment sales 
of the company and for dealers, mak- 
ing handsome allowances for old 
stoves, and aiding financially in the 
installation of range wiring. It was 
felt that all these things had to be done 
to promote the use of electricity. Not 
enough ranges or refrigerators would 
be put on the lines, unless the company 
sold them. 

In the midst of these activities many 
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utilities noticed that some of their ef- 
forts failed to elicit the support they 
had hoped for from dealers and wire- 
men. And the public is always un- 
enthusiastic about high-pressure sales 
methods, particularly when carried on 
by their utility. The regulatory com- 
missions, also, were quick to realize 
that, if the sale of appliances was to be 
fairly carried on, all costs associated 
with it must be segregated. 

It was doubtless true that the brunt 
of such preliminary promotion had to 
be borne by utilities in the prewar years 
to bring the saturation of newly 
developed appliances to its present 
point. But recently, perhaps in part as 
a result of earlier utility promotions, 
there has been a change. Electric ap- 
pliances are now articles of commerce. 
Tremendous advertising push is being 
put behind them. The manufacturers, 
who have to make their entire living ~ 
from the sales profit, are aggressively 
in the field. Even the hard-to-sell ap- 
pliances, like water heaters, will be 
strongly promoted where energy rates 
are favorable. 

If the utility is to get back and con- 
fine itself to its primary object — to 
give a complete service to its custom- 
ers — utility new business expendi- 
tures should be looked at in two groups 
to determine their worth on such a 
scale. 

The purely service activities may be 
listed as follows : 


Appliance repairs 

Fuse replacement 

Home service instruction in the use 
of appliances 

Lighting advisory service 

Home service classes in cooking, ap- 
pliance use, decoration, and lighting 

Kitchen planning 
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Absentee Managements 


¢¢ A company and its employees are all members of the community 

in each town or village where it operates. It can gain the respect 

and good will of its customers in simple ways. Too often, the absentee 

managements forget this fact, and feel that everything can be made all 

right by activities of the central office on a national scale. But that is 
putting the cart before the horse.” 





Commercial lighting layout and 
planning 
Air conditioning planning 
Industrial lighting and power use 


engineering 


Those new business activities, which 
relate more directly to sales of 
apparatus, cover such things as the fol- 
lowing : 


Home lighting canvassing to sell 
lamps or bulbs 

Merchandising in company stores 
and by outside salesmen or district 
representatives, especially where ade- 
quate retail outlets exist 

Exhibition space in company stores 
for appliances displayed by dealers 

Wiring allowance for installation of 
appliances, once a substantial satura- 
tion has been developed 

Trade-in allowance on old ap- 
pliances 

Financing aids 

Appliance advertising 


For a number of years the so-called 
District Representative Plan was in 
successful operation in a number of 
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properties. Here, one man was the 
company to a group of customers, for 
whom he read the meters, delivered 
and collected the bills, repaired ap- 
pliances, straightened out complaints, 
and sold merchandise. The sales ac- 
tivity was also a service to the cus- 
tomer because the plan was most suc- 
cessful in rural areas. It is a sound 
method, if carefully supervised, of giv- 
ing customers complete service, 
whether or not appliances are sold in 
the course of the work. The repre- 
sentatives’ helpful service sold the 
company to its customers. 

The present tendency in many com- 
panies to give up merchandising may 
focus greater attention on the need for 
more and better service operations. 

The foregoing observations are in- 
tended to outline some important 
ways in which utilities often fail in 
developing sound and good local pub- 
lic relations. 

A company and its employees are 
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all members of the community in each 
town or village where it operates. It 
can gain the respect and good will of 
its customers in simple ways. Too 
often, the absentee managements for- 
get this fact, and feel that everything 
can be made all right by activities of 
the central office on a national scale. 
But that is putting the cart before the 
horse. 
Local 


good will is 


generated 


locally first. Utilities need to attract 
local favorable attention more vitally 
than any other business. They are in 
a good position to do it, if they concen- 
trate on improving and extending the 
best service features of their opera- 
tions. 

Service is the business of utilities 
and it is the only solid road to the good 
will of the people. It is not an easy 
road, but it must be traveled. 





Electricity on the Farm 


T is now rapidly becoming recognized that the sound approach 
to farm electrification 1s an economic one—the use of elec- 
tricity as a means of cutting production costs. Whatever saves 
labor and eliminates wastes in production of farm products in- 
creases the farmer's net and therefore the surplus with which to 
gratify the wish for a better level of living. Over 225 undupli- 
cated uses for electricity on the farm have been discovered. 
There are at least 125 applications of motors to work done on 
the farm and in the farm home. 


Motor Applications to Farm Work 


Barn and garage door Electric tools 


opener 
Gate opener 
Barrel saw 
Blowers 
Bone grinder 
Boring machine 
Bottle washer 
Bottle filler & capper 
Butter cutter 
Brooder 
Butter printer 
Butter worker 
Butter tapper 
Casein grinder 
Cider press 
Clippers 
Clover culler 
Clover huller 
Concrete mixer 
Condensor 
Compressor 
Conveyor 
Cord wood saw 
Corn cracker 
Cream separator 
Currying machine 
Drop hammer 
Forge blower 
Graders, fruit & egg 
Chicken picker 


Elevator 

Barn cleaning 

Emery wheel 

Ensilage cutter 

Fanning mill 

Barn ventilating fan 

Green feed chopper 

Feed grinder 

Feed mixer 

Gasoline pump 

Grain cleaning 

Grain dryer 

Grain grader 

Grindstone 

Hack saw 

Hammermill 

Hay baler 

Hay chopper 

Hay hoist 

Animal groomer 

Corn husker and 
shredder 

Insecticide sprayer 

Irrigation pump 

Lathe 

Milk cooler 

Milk mixer 

Milk shaker 

Milking machine 


Oats crusher 

Paint sprayer 

Pea and bean huller 

Planer 

Potato cleaner & 
grader 

Pump jack 

Pump, water system 

Refrigeration 

Rice thresher 

Root cutter 

Saw mill 

Seed cleaner 

Sheep shearer 

Silo filling 

Lawn mower 

Vacuum cleaner 

Vegetable shredder 

Wood splitter 

Garden tractor 

Milk pasteurizer 

Sanding machine 

Floor scraper 

Circulating air heater 

Drill stand 

Hedge clippers 

Corn sheller 

Dust mixer 

Peach defuzzer 

Threshing machine 


—Excerrt from Hardware Age. 
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Government Utility 
Happenings 


Congress Is Expected to Settle 
Dispute over Big Pipe Lines 


Sa between certain Fed- 
eral officials and industrial groups 
as to proper disposal of the government’s 
war emergency pipe lines have been 
brought to a head by recent bids by pri- 
vate groups to purchase the most im- 
portant of these facilities. 

Both parties to this argument over 
proposed public policy are more or less 
in agreement that the government 
should not maintain these facilities—es- 
pecially the huge “Big Inch” and “Little 
Big Inch” lines—in their present inopera- 
tive status, unless no feasible peacetime 
use can be found for them. There all ac- 
cord on the subject ends, and it seems 
obvious that Congress eventually must 
break the deadlock over the purposes for 
which the lines may be used after their 
disposal. 

The position of the petroleum indus- 
try, as presented last winter before a 
special committee headed by Senator 
Joseph C. O’Mahoney, Wyoming Demo- 
crat, has been to the effect that peacetime 
use of the lines as oil carriers would be 
impractical. Industry spokesmen held 
that the emergency need for the lines in 
oil service ended with the war, that nor- 
mal distribution requirements could best 
be filled by the industry’s tanker fleets 
and existing private pipe lines. This 
stand was supported by results of a 
private et firm’s survey, un- 
dertaken on behalf of the Reconstruc- 
tion Finance Corporation. This survey 
indicated that the “Inch” lines could not 
be utilized economically in the postwar 
period for purposes other than the trans- 
mission of natural gas. 
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OWEVER, in January the Surplus 
Property Administration, in a re- 
port to Congress on all government- 
owned pipe lines, recommended that 
these facilities be sold or leased only un- 
der condition that they continue to carry 
oil, so that they would be ready for such 
use in case of another national emer- 
gency. 

Previous studies on possible uses 
of the “Inch” lines, the report added, did 
not explore the full economic picture of 
petroleum transportation by these lines. 
Disposal for conversion to natural gas, 
SPA stated, “will be favored only if it 
proves impossible to keep the lines in 
petroleum service and the national se- 
curity is otherwise adequately protected.” 

In subsequent statements both SPA 
and oil industry spokesmen have main- 
tained their positions substantially as 
outlined. Oil men recently have report- 
ed further that all demands for pe- 
troleum and petroleum products now are 
being handled by private distribution 
facilities and that neither supplies nor 
markets for oil to be carried by the 
“Inch” lines are available any longer. 

In accord with the viewpoint that sale 
of the major lines as natural gas carriers 
would prove the most practical method 
of disposal for the government was the 
offer of the recently organized Trans- 
Continental Gas Pipe Line Company, 
Inc., to purchase the “Big Inch,” “Little 
Big Inch,” and Southwest Emergency 
lines. 

The company, formed by a group 
of Texas oil operators, submitted to War 
Assets Corporation, disposal agency for 
surplus Federal property, a bid of $40,- 
000,000 for the lines. Applying to the 
Federal Power Commission for a certifi- 
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cate of convenience and necessity, 
Trans-Continental revealed its intention 
to convert the three lines, if it gained 
them, to carry natural gas to Pennsyl- 
vania, New Jersey, and New York. 

Conversion costs, the bidder estimated, 
would involve the outlay of another $40,- 
000,000. In the event of failure to ob- 
tain the government lines, Trans-Con- 
tinental also asked for authority to con- 
struct a 26-inch line from Corpus Christi, 
Texas, to Linden, New Jersey, at an es- 
timated cost of $80,000,000. 

Trans-Continental’s application fur- 
ther stated: 


The gas to be transported and sold to the 
distributing companies will be used to en- 
rich artificial gas now being manufactured 
by said companies, and other purposes, thus 
supplying the constantly increasing demands 
of the area at the point of greatest need for 
future industrial, commercial, and _ resi- 
dential uses. This will materially augment 
the prosperity of the district and result in 
distinct public benefit. 


T seems likely that proponents of the 

SPA viewpoint will be more favorably 
impressed by the later offer of a New 
York group for the same three lines, 
since it comes closer to fulfilling the ob- 
jectives outlined in the SPA report. This 
group’s bid contemplates the conversion 
of “Big Inch” to natural gas transmis- 
sion, while maintaining the “Little Big 
Inch” and Southwest Emergency lines 
in petroleum service. 

This bid was a joint offer on behalf of 
two new corporations, organized by the 
same group, with headquarters in New 
York city. Big Inch Gas, Inc., was 
formed to operate the pipe line of the 
same name as a natural gas carrier, with 
Big Inch Oil, Inc., slated to continue the 
oil operations of the other two lines. The 
offer by Big Inch Gas of $40,000,000 for 
the largest of the three lines has been con- 
firmed by the officers of that corpora- 
tion. 

Total amount of the joint offers has 
not been revealed, though New York re- 
ports put this figure at $80,000,000 for 
the three lines. These same reports in- 
dicate that the backers of the corpora- 
tions are planning to seek a $30,000,000 
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loan from RFC to finance part of the cost 
of the lines and for extensions and im- 
provements contemplated. 

Like Trans-Continental, Big Inch Gas 
foresees no difficulty in obtaining either 
supplies or markets sufficient to conduct 
operations at capacity. The application 
to the FPC of the latter company, for 
authority to carry natural gas in “Big 
Inch,” states in part: 


The applicant will operate the Big Inch 
pipe line with a capacity of about 275,000,000 
cubic feet of gas daily. The natural gas will 
be sold to utility companies in metropolitan 
areas of New York, New Jersey, and eastern 
Pennsylvania. The prospective purchasers 
state their intention to continue maintaining 
and using their plants for the manufacture 
of artificial gas. At the earliest possible time 
the applicant proposes to broaden its market 
to serve utility companies in Delaware and 
Maryland. When justified by market ex- 
pansion, the applicant proposes to increase 
its transmission capacity by construction of 
new facilities, such as a new 38-inch pipe 
line along the present right of way. No sales 
or interchange with other natural gas com- 
panies are contemplated at this time. ... 

The applicant has commitments for the 
purchase of 300,000,000 cubic feet of gas per 
day with a heat content of not less than 1,000 
Bru. The suppliers have fields in the 
Carthage area and cther areas in eastern 
Texas adjacent to the line, with reserves ade- 
quate for capacity operations for over thirty 
years. 


a application estimates the total 
cost of conversion and initial opera- 
tion of “Big Inch” at $30,000,000, item- 
ized as follows: $17,200,000 for com- 
pressors (13 or more, of more than 100,- 
000 horsepower) ; $11,800,000 for con- 
versions and extensions, plus $1,000,000 
of working capital. The corporation 
plans to finance this outlay, plus the cost 
of the line, by issuing securities in the 
following amounts : $40,000,000 in 3 per 
cent bonds, $5,000,000 in 4 per cent pre- 
ferred stock, $10,000,000 in class “A” 
common stock, and $15,000,000 in class 
“B” common stock. 

Officers of Big Inch Gas, Inc., include 
Charles H. Smith, engineering con- 
sultant, as president; C. Ross Holmes, 
former staff member of the New York 
Public Service Commission, and Paul E. 
Moses, engineering consultant for the 
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city of New York, as vice presidents. 
Oscar S. Cox, former Assistant Solicitor 
General of the United States, is Wash- 
ington counsel for the group. 
Theoretically, at least, the SPA rec- 
ommendations in regard to disposal of 
the lines now are “public policy.” The 
Surplus Property Act makes official 
policy any such recommendations of the 
administration unless the Congress dis- 
cards them within thirty days. Congress 
has failed to take any action to this ef- 
fect since the SPA report was submit- 
ted in mid-January, although a delaying 
resolution was passed by the Senate. 
On the other hand, the O’Mahoney 
committee still is studying the pipe-line 
problem and several other congressional 
groups are known to be interested. It is 
certain that Congress will reserve for it- 
self the final say on disposition of the 
lines—but when that decision will be 
forthcoming is something else again. 


* 


Boosted Hydro Output in 1945 


Revealed in FPC Report 


NERGY production by hydroelectric 

generating plants reached a new an- 
nual record mark of 79,900,000,000 kilo- 
watt hours during 1945, according to a 
report issued recently by the Federal 
Power Commission. This document, en- 
titled “Preliminary Report — Electric 
Energy Production, Generating Capac- 
ity, and Fuel Consumption of Electric 
Utilities in the United States, 1945,” re- 
ports statistics as indicated by its title for 
the country, for geographic divisions, and 
for states. 

Unusually favorable water conditions 
prevailing during the past year, the re- 
port comments, were responsible for the 
greatly increased production by hydro 
plants. 

The output of such plants, it con- 
tinues, accounted for 35.9 per cent of the 
total energy produced from all sources. 
Fuel-powered plants, producing at ap- 
proximately their 1943 level, turned out 
about 142,500,000,000 kilowatt hours 
during the year, or 7.6 per cent less than 
in 1944 


The 1945 total of energy produced by 
all types of generating plants amounted 
to 222,400,000,000 kilowatt hours for 
public use, a decline of 5,800,000,000 
kilowatt hours, or 2.5 per cent, from the 
record production of 228,200,000,000 
kilowatt hours established in 1944, 
While marking the first decline in an- 
nual output since 1938, the production 
total for last year exceeded the 1940 fig- 
ures by some 80,000,000,000 kilowatt 
hours, or more than 55 per cent. 

The report shows that installed capac- 
ity of utility generating plants totaled 
50,102,442 kilowatts as of December 31, 
1945, a net increase of about 913,000 
kilowatts, or 1.9 per cent, over the 1944 
total. 

Net increases in hydro plant capac- 
ity aggregated 401,000 kilowatts, with 
fuel-burning plant additions amounting 
to approximately 512,000 kilowatts. 


* 


REA Allots Half of Funds in 
Deficiency Appropriation 


H“* of the $100,000,000 loan fund 
authorized by Congress for the 
Rural Electrification Administration in 
the recent Deficiency Appropriation Bill 
was allotted by that agency soon after 
the bill became law. 

These allotments, REA pointed out, 
are merely allocations of sums to be spent 
in the various states from the deficiency 
appropriation. No loans against these 
funds have been approved as yet by the 
agency. 

Cooperatives and other borrowers in 
each of the 48 states may draw on por- 
tions of the total of $50,000,000 allotted 
from the deficiency appropriation, ac- 
cording to REA Administrator Claude 
R. Wickard. The largest amount grant- 
ed in any individual state went to Texas 
borrowers, who received $4,050,530. The 
next largest amount, by states, went to 
Mississippi ($3,509,029), with Ala- 
bama, Arkansas, Georgia, Kentucky, 
Missouri, North Carolina, Oklahoma, 
and Tennessee receiving allotments total- 
ing more than $2,000,000 each. 

The deficiency authorization, plus 
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$200,000,000 previously appropriated, 
made a total of $300,000,000 available to 
REA for loans during the fiscal year 
ending June 30, 1946. However, the 
agency already had allocated most of the 
first $200,000,000 to borrowers, Admin- 
istrator Wickard reported. 

The Rural Electrification Act re- 
quires that one-half of each REA ap- 
propriation for loans shall be allotted in 
the various states in the proportion that 
the number of unelectrified farms in 
each state bears to the number of unelec- 
trified farms in the entire country. The 
remaining half of such appropriations 
are available for loans at the discretion 
of the administrator, provided not more 
than 10 per cent of the total available 
is loaned in any single state. 


> 


Columbia Basin Committee 


Members Appointed 


a government agencies have ap- 


pointed representatives to the recent- 
ly organized Columbia Basin Inter- 
Agency Committee. 

The representatives are: Robert J. 
Newell, director of Region I, Bureau of 
Reclamation, for the Department of the 
Interior; Colonel T. D. Weaver, divi- 
sion engineer of the North Pacific divi- 
sion, for the Corps of Engineers, U. S. 
Army; Horace J. Andrews of the U. S. 
Forestry Service, for the Department of 
Agriculture; and Lescher F. Wing, re- 
gional engineer, for the Federal Power 
Commission. 

The Bonneville Power Administration 
will be represented by Administrator 
Paul J. Raver, as proposed when the 
committee was organized. The gover- 
nors of seven states in the Columbia river 
area — Washington, Oregon, Idaho, 
Montana, Wyoming, Nevada, and Utah 
—will appoint five members each to the 
group. 

The Columbia Basin Committee was 
established by the Federal Inter-Agency 
Committee for the purpose of effecting 
the codrdination of planning, construc- 
tion, and administration of the multiple- 
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purpose development programs in the 
Columbia river basin ~and the coastal 
areas of Washington and Oregon. 


> 


Senators Study Seaway 


EMBERS of the Senate Foreign Re- 
lations Committee now are study- 
ing recent subcommittee hearings on the 
proposed St. Lawrence seaway project. 
A recommendation for passage of legis- 
lation authorizing the project was ap- 
proved by a 3-to-1 vote of the 5-man sub- 
committee, with Senator James M. Tun- 
nell, Democrat of Delaware, not voting 
on the measure. 

Senator Carl A. Hatch, Democrat of 
New Mexico, was chairman of the sub- 
committee. 

The action of the subcommittee pro- 
poses the passage by both houses of Con- 
gress of a bill approving an agreement 
between Canada and the United States 
for construction of the project. This 
agreement, proposed by the late Presi- 
dent Roosevelt, was drawn up in 1941. 
The Senate defeated the project in 
treaty form in 1934. 

Senator George D. Aiken, Republican 
of Vermont, who has been a leading pro- 
ponent of efforts to conclude the agree- 
ment with simple majority votes in the 
House and Senate, predicted the project’s 
chances were “very good.” However, 
there is considerable question as to the 
treatment that will be accorded the meas- 
ure by the full Foreign Relations Com- 
mittee of twenty-three Senators. Mem- 
bers of this committee in the past have 
shown reluctance to surrender the Sen- 
ate’s treaty-making powers, as contem- 
plated in the present proposals. 

Furthermore, a great a of the 
New York state delegation in Congress 
has announced opposition to the project. 
It has long been a congressional custom 
to reject measures opposed by members 
from the states chiefly concerned, as a 
matter of courtesy. This custom, plus 
the mounting sentiment for economy in 
congressional circles, augurs ill for the 
seaway project bill even should it reach 
the floor of either house. 
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Sf companies operating in 
Washington state have been ordered 
by the Washington Department of 
Public Utilities to adopt the station-to- 
station basis of rate making, effective 
April 1, 1946. The order (General Or- 
der No. U-7981) prescribed the station- 
to-station method in preference to the 
so-called board-to-board (switchboard- 
to-switchboard basis for allocating costs, 
property, etc.) method. It pointed out 
that representatives of the Bell system 
and the independents, after participating 
in a conference on the matter with the 
department, have indicated no objection 
to adoption of the station-to-station 
method. 

All telephone companies doing busi- 
ness within the state are required to 
submit to the department for approval, 
the procedural methods and routines by 
which the companies will segregate their 
properties, expenses, and revenues be- 
tween toll and the exchange service un- 
der the station-to-station basis of rate 
making. 

The latest Washington state commis- 
sion order stems from a proceeding be- 
gun in 1940 under its predecessor com- 
mission, the Washington Department of 
Public Service. In that year, an order 
in a statewide rate case involving the 
Pacific Telephone & Telegraph Com- 
pany prescribed a_ station-to-station 
separation, which was subsequently ap- 
proved in part by the highest state court. 
A lower state court decision was set aside 
on other grounds, however, so that that 
part of the original order which per- 
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tained to station-to-station allocation did 
not become effective at the time. 


wo other state commissions — the 

California commission in May, 
1943, and the Missouri commission in 
1945—meanwhile adopted similar or- 
ders. In addition, the Federal Communi- 
cations Commission, in the summer of 
1942, held hearings but did not finally de- 
cide whether various staff and industry 
recommendations on the board-to-board 
or station-to-station basis for determin- 
ing rates in the future should be adopted. 
At that time, however, the Bell system, 
although questioning the jurisdiction of 
the FCC to prescribe interstate telephone 
toll rates on the station-to-station basis, 
subsequently agreed to file a new defini- 
tion of toll service, using in effect the sta- 
tion-to-station basis. However, no for- 
mal decision from the FCC has been 
finally entered. 

** * *& 


ee FCC is giving serious consid- 


eration to the need for a long-range 


policy to secure the stability of invest- 
ment in mobile radiotelephone service, 
sometimes popularly known as “automo- 


bile telephones.” The first tentative 
steps in this direction were taken in the 
form of a policy which will encourage 
urban mobile radiotelephone and _high- 
way mobile radiotelephone operations by 
commercial concerns through 5-year 
licenses. Trucking and bus companies, 
taxicab concerns, police, ambulance, and 
other agencies having special need for 
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this type of service have asked the FCC 
to outline more definite regulations for a 
future pattern controlling this service. 

It is understood that the FCC eventual- 
ly plans an over-all examination of this 
situation in the not too distant future. 
The railroads, which had a somewhat 
similar problem in connection with 
radiotelephone facilities affecting their 
operations, have already been given their 
regulations. It is pointed out that until 
similar, more definite commitments can 
be made for other specific prospective 
users of mobile radiotelephone service, 
commercial concerns will hesitate to 
make necessary financial commitments 
for such specialized equipment. Manu- 
facturers, in turn, are reluctant to em- 
bark on any large-scale production pro- 
gram as long as such an unsettled atmos- 
phere continues. 

At present experimental service can be 
used commercially, with the operators 
getting some benefit from charges col- 
lected, as in the case of the Bell system 
operations of several transwater radio- 


telephone links. 
* * ok a 


HE New York Public Service Com- 
mission has dismissed a complaint 
attacking the advertising rates charged 
by the New York Telephone Company 
for listings in the classified section of the 
company’s telephone directory. The com- 
plainants had alleged that by rearrange- 
ment of the directory smaller space was 
given to the advertiser than previously 
for the same amount of money, that cer- 
tain rates had been increased, and that in 
certain cases one directory a year had 
been issued instead of two. 
Paragraph 1 of § 92 of the New York 
Public Service Law provides that 
“Every telephone corporation shall print 
and file with the commission schedules 
showing all rates, rentals, and charges 
for service of each and every kind by or 
over its line.” Discussing the complaint 
in the light of the quoted language, the 
commission said: 
The business of publishing the directory 


is incidental and certainly was not covered 
by the above-quoted language; and there is 


561 


no specific statutory requirement for the fil- 
ing of advertising rates, and, hence, there 
has been no direct violation of the statute 
by thé company in not filing its rates... . 
When it becomes necessary to consider the 
rates of the New York Telephone Company 
to its subscribers for phone service . . . if the 
present charges for advertising are too high 
and yield too big a profit, that amount will 
redound to the benefit of the subscribers. 
Considering the fact that the power of this 
commission to regulate the telephone com- 
pany’s activities with respect to its directory 
are purely incidental to its main regulatory 
functions, and the fact that profits from the 
directory will reduce charges to subscribers, 
the commission is not presently justified in 
entertaining proceedings for the purpose of 
fixing rates for telephone directory adver- 
tising. 
a. a 


ROUND was broken last month by the 
Federal Telephone & Radio Cor- 
poration at Nutley, New Jersey, for a 
300-foot tower that is expected to set the 
pattern for future microwave broadcast- 
ing from a single sending site in a com- 
munity, rather than many. 

The project calls for the erection of a 
tower of steel and aluminum, also a new 
wing at the concern’s present radio lab- 
oratories, adding some 65,000 square feet 
of floor space. The site is the former 
grounds of the Yountakah Golf Club 
about fifteen miles west of central Man- 
hattan. 

The dedication ceremonies, which had 
as chief speaker Colonel Sosthenes Behn, 
president of the International Telephone 
& Telegraph Company, of which Federal 
is a subsidiary, also marked the formal 
ending of the concern’s full-time engage- 
ment in war activities and the devotion 
of its facilities to peacetime pursuits. 

The tower and its many transmitters, 
all of which will be installed at the top 
of the structure, will mark the first at- 
tempt by Federal engineers to adapt a 
building “completely to radio’s needs, 
rather than radio to an existing build- 
ing’s dimensions and limitations,” ac- 
cording to E. M. Deloraine, president of 
the International Telecommunication 
Laboratories, scientific unit of the IT&T, 
who also was a speaker. 

The Nutley tower will be experi- 
mental. It will house as many as 12 FM 
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sending units on different channels, 6 
color and 4 black-and-white television 
transmitters, 6 police radio networks 
serving as many different communities 
with signals, as well as experimental 
pulse-time-modulation transmitters for 
beamed-radio links to other cities miles 
away. 

In other words, the Nutley tower will, 
its builders hope, become a center of ex- 
perimental work on microwaves from 
which much of the services of tomorrow 
will spring. The waves emanating from 
the 300-foot structure, which will have 
several floors near the tip, with lounges, 
rest and work rooms, etc., will run the 
gamut of the high frequencies from the 
“medium hundreds to the many thou- 
sands of megacycles.” 

Ninety-five feet below the tip of the 
tower will be an observation platform 
devoted entirely to experimental elec- 
tronics. Mounts will be provided to fa- 
cilitate the erection and orientation of 
special microwave antennas. In winter, 
the top parts of the tower will be kept 
free of snow and ice by an electronic 
heating unit. The tower is expected to 
be ready for use by January, 1947. 

“Various broadcasting services in im- 
portant communities,” said Colonel Behn, 
“will find it much more efficient to co- 
Operate in building one great tower to be 
shared by all functions utilizing micro- 
waves, than for each service to build its 
own tower.” 

x* * * * 


oe. sitting in a darkened 
room at the Naval Air Station in 
Washington, D. C., were able last month, 
through a demonstration of air-borne 
television, to “look” from the cockpit of 
a plane as it took off, flew over the adjoin- 
ing countryside, then made mock attacks 
on Baltimore, 40 miles away, and re- 
turned for a safe landing on the concrete 
strip. 

Two types of hitherto secret military 
equipment, known as “Ring” and 
“Block” television, developed during the 
war by the Navy, Radio Corporation of 
America, and National Broadcasting 
Company, have promising civilian as 
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well as military uses, Brigadier General 
David Sarnoff, RCA president, and Na- 
val spokesman told the gathering. 

On the military side, the Army or 
Navy commander of tomorrow will be 
able to sit in his command post and ac- 
tually see by means of his television eyes 
what is happening on the battle front. He 
can make tactical decisions on the basis 
of what he is seeing. Need for old-fash- 
ioned foot patrol and photographic re- 
connaissance will be reduced, although 
moving pictures, from which “stills” can 
be enlarged, will be taken of the televi- 
sion screen as the pictures are flashed 
back, in order that they can be more close- 
ly studied. 

The atomic bomb tests at Bikini atoll 
in May will use air-borne television 
equipment so that photographs may be 
recorded by remote control and pre- 
served even if the robot-borne television 
equipment is blown up by the blast. If 
the task force commanders, who will be 
on a ship at least ten miles from the ex- 
plosion, wish it, they will be able to see 
what is happening by television. 

General Sarnoff, looking to civilian 
usages, pictured the age when reporters, 
equipped with “walkie-lookies,” would 
be sending out news as it happened, and 
he also predicted widespread uses in air- 
craft navigation, in industry, and in 
scientific explorations. 


Sa “Ring” device employs a special 
radio-electronic camera that can be 
moved with the freedom of an ordinary 
newsreel camera. It is effective at more 
than 200 miles when broadcasting at an 
altitude of 15,000 feet. A 2-engined 
bomber, with one camera in the nose and 
another in the waist, carries the equip- 
ment. It was a “Ring’-equipped plane 
last month which photographed Balti- 
more with excellent clarity at an altitude 
of 6,000 feet and later showed fighter 
planes peeling off for an attack. 

The “Block” equipment is lighter and 
of shorter range, transmitting images 
from 15 to 20 miles. The camera is fixed 
in the nose of a light, 2-engined cabin 
plane, and the pilot aims the aircraft at 
the scene he wishes to televise. 
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Observers had the sensation of seeing 
the outside of the building in which they 
were sitting at the same time they heard 
the engines of the plane which was tele- 
vising the pictures roaring overhead. 
They also saw the Washington Monu- 
ment and other landmarks. A fire near 
the city flashed on the screen and provid- 
ed an unscheduled bit of drama. 

Authorities said that while the televi- 
sion camera would not pierce haze, fog, 
or darkness, it would send pictures under 
extremely poor lighting conditions. Ac- 
tually, images televised by the light of a 
candle had been sent, they said. 

Air-borne television had many secret 
wartime uses, including guiding of robot 
missiles or crash boats, it was stated. 


* * 


a. U. S. House of Representatives 
on March 29th overwhelmingly ap- 
proved a Senate-House conference bill 
designed to restrict the powers of James 
C. Petrillo, president of the American 
Federation of Musicians. By a 186-to-16 
standing vote, the House agreed to the 
conference measure, which combines two 
slightly differing House and Senate bills 
passed earlier this year. 

The legislation would outlaw—under 
penalty of $1,000 fine and a year’s im- 
prisonment—the use of force or threats 
to compel broadcasting stations: 


1. To employ more workers than 
they need. 

2. To halt foreign programs or any 
type of noncommercial, educational, 
or cultural program. 

3. To pay unions for using phono- 
graph records. 


* * 


The Senate on April 6th, by a vote of 
47 to 3, passed the measure and sent it to 
the White House. 

The little opposition in the House was 
led by Representative Vito Marcantonio, 
American Laborite, of New York, who 
contended the bill would restrict unfair- 
ly the activities of all union musicians 
and deny them the right to strike. Repre- 
sentative Marcantonio said the bill would 
“take money out of the pockets of the 
American musician and give it to the 
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broadcaster.” He asserted the National 
Association of Broadcasters has spent 
more than $1,000,000 “to popularize Pe- 
trillo’s middle name”—Caesar. 

Representative Clarence Brown, Re- 
publican of Ohio, denied the legislation 
would reduce the income of working 
musicians. “It would only prevent exact- 
ing tribute for men who do not work,” he 
asserted. 

Representative Marcantonio  chal- 
lenged the bill as “illegal and unconstitu- 
tional.” 

Agitation for legislation to curb Mr. 
Petrillo, who at one time defied both 
the late President Roosevelt and the 
War Labor Board, reached its peak in 
February, 1945, when he halted a broad- 
cast by the students of the Interlochen, 
Michigan, National Music Camp. 


*x* * * * 


HE National Wage Stabilization 
Board is unable to approve wage in- 
creases averaging 17.6 cents an hour for 
Long Lines employees of the American 
Telephone and Telegraph Company and 
the application probably will be with- 
drawn, it was learned early this month. 
The lack of approval, however, was 
not expected to affect the wage increases 
recently negotiated by the company and 
other Bell system companies with units 
of the National Federation of Telephone 
Workers. Board approval is necessary 
only as a basis for seeking rate increases, 
or resisting rate decreases that would be 
justifiable otherwise, or for increasing 
costs to the government. 

Instead of the application for approval, 
the Bell companies are expected to file 
notices that they have no “present inten- 
tion” of seeking rate increases. If these 
notices are filed within thirty days after 
the wage increases are reflected in the 
payroll, the companies thereby reserve 
the right to seek approval at some later 
date, in the event they want higher rates 
or find it necessary to resist proposed 
rate reductions. 

The Long Lines Department applica- 
tion was intended as a test case that 
would cover increases granted by all Bell 
companies. 
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Natural Gas Industry 
In Rapid Expansion 


HE natural gas industry continues 

to expand, and during the coming 
decade it seems probable that the use of 
natural gas will spread to many new 
areas, either to enrich manufactured gas 
or as a direct substitute. The use of “‘bot- 
tled” gas or propane is also gaining 
Steadily in certain areas, principally 
smaller communities not served by either 
manufactured or natural gas; Suburban 
Propane Gas, recently organized to take 
over certain areas in the East formerly 
served by Phillips Petroleum, is a good 
example of such growth. 

During the war there was a huge de- 
mand for natural gas in connection with 
munitions production. While’ this has 
slackened because of the loss of war 
business, sales of natural gas in Febru- 
ary (M therms) showed a gain of .8 per 
cent compared with a loss of .4 per cent 
for manufactured and mixed gas. This 
showing seems remarkable considering 
that in February “degree days” were 4.5 
per cent less than last year, and January 
15.2 per cent less. (A substantial part 
of the sales billed in February is made 
up of gas consumed in January.) How- 
ever, in the twelve months ended Febru- 
ary 28th, natural gas dropped 2.6 per 
cent while manufactured and mixed gas 
increased .8 per cent. This appears to be 
the first decline in a twelve months’ pe- 
riod since 1938. (See chart on page 565 
for 1929-44.) 

The trend toward the use of natural 
gas has been strengthened by the war- 
time experience with fuel shortages, and 
a number of plans are under way to build 
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By OWEN ELY 


new pipe lines or extend existing ones, 
Recent heavy demands on the old Ap- 
palachian field in the Virginias has has- 
tened the decline in that field’s reserves, 
and it has been necessary to tap the huge 
new Texas fields to supplement this pro- 
duction. 

The Field family and allied interests 
represented in Chicago Corporation (an 
investment trust which a few years ago 
purchased large gas reserves in Texas), 
organized Tennessee Gas & Transmission 
to build a pipe line northeasterly from 
Texas to West Virginia. Since comple- 
tion, this line has been exceeding its rated 
capacity operations, and is now doing ad- 
ditional financing to expand operations 
sharply. 


MERICAN LicuTt & TRACTION some- 
time ago proposed to build a $70- 
000,000 pipe line from the Hugoton mid- 
continent field to Michigan, claiming that 
Panhandle Eastern Pipe Line was no 
longer able to supply adequately the de- 
mands of this territory. The Federal 
Power Commission and Securities and 
Exchange Commission have had the plan 
under consideration. E] Paso Natural 
Gas proposes to build a $40,000,000 line 
to southern California, to supply addi- 
tional gas to subsidiaries of Pacific 
Lighting; much of this gas is so-called 
“residue” gas now being wasted in the 
air, in connection with present oil pro- 
duction. 

It also is proposed to use the “Big 
Inch” and possibly the “Little Big Inch’ 
pipe lines, constructed during the wat 
emergency for transport of oil, to bring 
natural gas from Texas to New York. 
Big Inch Gas, Inc., has made an offer of 
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$40,000,000 to the War Assets Corpora- 
tion for conversion and operation of the 
“Big Inch” pipe line. It is estimated that 
it will cost $30,000,000 to clean and test 
the line, install compressor stations with 
over 100,000-horsepower capacity, and 
build delivery lines to consumers. The 
line would have a capacity of about 275,- 


000,000 cubic feet of gas a day (com- 
parable with the Tennessee line) and this 
would be sold at not over 24 cents per 
thousand cubic feet. 

The company’s application indicates 
that it has already developed a market for 
about 90 per cent of its gas load with un- 
named utility companies in New York 
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and New Jersey. Eventually, sales would 
extend to utility companies in metropoli- 
tan New York, New Jersey, eastern 
Pennsylvania, Delaware, and Maryland. 
The FPC also has received an applica- 
tion from Trans-Continental Gas Pipe 
Line Company, Inc., of Longview, 
Texas, which plans to use both “Big 
Inch” and “Little Big Inch.” (The other 
company proposed to use the smaller pipe 
line for continued transport of petroleum 


HERE has been some curiosity as to 

whether the big utility companies in 
metropolitan New York—Consolidated 
Edison, Brooklyn Union Gas, and Pub- 
lic Service of New Jersey—would wel- 
come the introduction of natural gas, pre- 
sumably to mix with the manufactured 
product. Years ago, when gas was first 
piped to Nyack on the Hudson river (not 
far from New York) there was some 
gossip in Wall Street to the effect that 


the New York utilities and their bankers 
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* These classifications are not always exact—United Gas and Arkansas Natural Gas are both 
retail and wholesale, for example. ** Indicated 1946 payment. + Payments irregular. ++ Initial 
dividend of 424 cents a share paid November 15, 1945, on new stock; regular rate estimated. 

a) Indicated rate on new stock. (b) Also stock dividend (1 share for 6 held). (c) Current new 
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were opposed to bringing gas to New 
York, possibly because the bankers had 
affiliated coal interests such as Koppers 
Company. Whether or not there was any 
truth in this story it appears likely that 
the rising cost of coal may now force the 
utilities to consider the adoption of mixed 
gas, which has proved profitable in Chi- 
cago and other cities. 

There have been recurring fears that 
Texas might impose a special tax on gas 
taken from its fields, but thus far no dras- 
tic measure has been enacted. Tennessee 
Gas has protected itself in its sales con- 
tracts by providing that its two big cus- 
tomers (subsidiaries of Columbia Gas 
and Consolidated Natural Gas) should 
absorb three-quarters of any such future 


tax. 

The table on page 566 presents the 
usual list of natural gas, mixed gas, and 
pipe-line company stocks. Because of 
various irregularities in this type of com- 
pany, the average yield (3.8 per cent) 
and the average price-earnings ratio 
(18.8) can only be used with reserva- 
tions ; the range of the figures is consid- 
erably greater than for electric-gas op- 
erating companies. Two new companies 
have been added to the list—Arkansas 
Western Gas .and Tennessee Gas & 
Transmission. Earnings data for the lat- 
ter company are difficult to obtain, since 
complete pro forma figures in connection 
with the current financing do not appear 
to be available as yet. (A preliminary es- 
timate is $1.40.) 

> 


New Commonwealth & Southern 
Integration Plan 


Cae & SouTHERN Cor- 
PORATION on March 25th filed a 
new integration and recapitalization plan 
with the SEC. In the preliminary state- 
ment it was pointed out that the system 
operating companies have large construc- 
tion programs, and consider it advisable 
to raise additional equity money by the 
sale of common stocks. It was proposed 
to list these on the New York Stock Ex- 
change, thus establishing their market 
values. This program will be carried out, 
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subject to SEC permission and irrespec- 
tive of approval of the integration plan, 
within six months if practicable. 

Under this preliminary program Con- 
sumers Power would split its present 
stock 2 for 1 and would sell for cash 
(with competitive bidding) some 400— 
800,000 shares of additional stock, the 
exact amount being fixed later in ac- 
cord with prevailing market conditions to 
yield a net amount of $20,000,000. Ohio 
Edison would sell (similarly) 204.153 
shares of additional common stock. Com- 
monwealth & Southern’s holdings of the 
common stocks of its southern subsidi- 
aries would be transferred to a new sub- 
holding company to be known as “The 
Southern Company,” in exchange for 9,- 
900,000 shares of its common stock. 
Southern Company would then sell $10,- 
000,000 worth of additional common, 
and invest the proceeds in common stocks 
of Alabama Power Company, Georgia 
Power Company, and South Carolina 
Power Company. 

As a further preliminary step Com- 
monwealth & Southern also proposed to 
offer for sale the common stocks of its 
smaller northern subsidiaries, Southern 
Indiana Gas & Electric Company and 
Central Illinois Light Company, or to ex- 
change these stocks (by tender or other- 
wise) for shares of its own preferred 
stock. 

The plan itself merely provides for the 
liquidation of Commonwealth & South- 
ern by distributing the portfolio to the 
remaining preferred stockholders and to 
the common stockholders. Since the re- 
maining stocks (Consumers Power, Ohio 
Edison, and Southern Company) would 
then have quoted markets, their alloca- 
tion to preferred stockholders (to equal 
$100 and accrued dividends) could easily 
be determined by taking an average of 
the closing prices for three days just 
prior to the distribution. Commonwealth 
would preserve the right to make sales of 
assets and pay off the preferred stock 
with cash, if it prefers to do so. Later, re- 
maining common stock holdings would be 
distributed to the common stock, and net 
assets delivered to Southern Company. 
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The plan proposed by Commonwealth 
& Southern itself has the advantage of 
saving for stockholders the bankers’ com- 
missions involved in sales of the stock 
holdings of the northern group. The com- 
missions involved in the sale of “new 
money” stock would be much smaller, 
and this method should successfully es- 
tablish the market values of the entire 
issues of the three stocks to be exchanged 
for the preferred under this plan. Pro- 
vided these “new money” sales can be 
quickly consummated so as to establish 
the market values, the company’s plan 
seems practicable, with the possible ex- 
ception of the “optional pro rata ex- 
change.” There seems to be general 
agreement that at least two of the north- 
ern group (the Indiana and Illinois com- 
panies) should be disposed of by sale or 
exchange tender. To speed the whole 
program, outright sale would seem more 
practical. 


> 


First Quarter Financing 


TILITY financing operations have 
been slower in the first quarter of 
1946 than during the active period pre- 
ceding the Victory loan drive, when po- 
tential savings of excess profits taxes af- 
forded a sharp stimulus. However, a long 
list of possible “deals” has been lined up 
by the big underwriting houses for 1946, 
and the constant advance in the govern- 
ment bond market has opened up new 
vistas of utility refunding operations. 
Underwritings of preferred stock is- 
sues have now been superseded to a large 
extent by exchange offerings to old stock- 
holders, the mechanics of this new meth- 
od having been developed more fully. 
However, banking groups are usually 
called upon to supervise the exchange 
procedure, contacting old stockholders 
and arranging the details to insure a suc- 
cessful operation. Sometimes unex- 
changed stock is underwritten for public 
sale, sometimes not. Thus, Alabama Pow- 
er (Commonwealth & Southern subsi- 
diary) on March 22nd offered to holders 
of its $7, $6, and $5 preferred stocks the 
privilege of exchanging for a new issue 
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of 4.20 per cent preferred stock until 
April 5th, with any unexchanged shares 
to be redeemed May 18th. A number of 
houses made bids for the privilege of act- 
ing as exchange agent (to be compensated 
on a fee basis). Merrill Lynch was the 
successful bidder. The new issue 
amounted to $30,000,000 compared with 
$35,587,600 old preferred. 

Oklahoma Gas & Electric also an- 
nounced an important exchange offer 
April Ist. Holders of the outstanding 
$14,647,800 7 per cent preferred are be- 
ing offered the right to receive the re- 
demption price in new 4 per cent pre- 
ferred ($20 par) on the basis of 6 shares 
of new stock for each old share. Here 
again the amount of the issue was cut 
down so that holders of only the first 
112,500 shares (76.8 per cent) of the old 
stock to make application would receive 
the new stock, the balance of the stock 
being called for redemption. Merrill 
Lynch was named dealer-manager to so- 
licit acceptances; a public offering may 
be made of unexchanged stock, though 
this appears unlikely because of the price 
premium. 


MORE complicated setup was that 

of Southwestern Public Service. 
There are at present 50,000 shares of 
preferred stock outstanding, and these 
were entitled to exchange for a new class 
B 4.15 per cent preferred. At the same 
time 15,000 shares of “new money” class 
A 3.70 per cent preferred stock were 
publicly offered by Dillon, Read (who 
always has handled this company’s f- 
nancing). Two weeks later an additional 
amount of the same issue was to be of- 
fered, representing an amount equivalent 
to the unexchanged portion of the B 
stock. 

It seems obvious that, as illustrated in 
the Southwestern issue, the SEC is try- 
ing to give old preferred stockholders a 
“break” on the dividend rate. In this in- 
stance they received a rate substantially 
above the going market rate. Possibly 
the commission wants to give stockhold- 
ers the benefit of underwriting savings, 
which otherwise (in theory) would bene- 
fit common stockholders. 
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In the sale of utility preferred stock 
issues, the underwriting houses are inter- 
ested in the tax position of the new 
stock, though frequently this remains 
somewhat obscure. Some issues, as for 
example Southwestern Public Service, 
are made exempt from the Pennsylvania 
four mills tax. This exemption is impor- 
tant to the Pennsylvania market, but with 
the present substantial demand for new 
offerings not many companies make the 
concession. 

Another tax angle is of vital interest to 
corporate buyers of utility preferred 
stocks, such as fire insurance companies 
and benevolent societies. Congress some- 
time ago enacted a complicated amend- 
ment to the tax law permitting operating 
utilities (but not holding companies) to 
obtain exemption from the amount of 
the surtax (formerly 16 per cent and now 
14 per cent) in the amount of their pre- 
ferred dividend requirements. However, 
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Congress grudgingly inserted another 
proviso; namely, that corporate stock- 
holders would have to pay the tax when 
the utility was exempted. Occasionally a 
preferred stock makes its appearance 
which is of special interest to these cor- 
porate buyers, since the company has to 
pay the surtax and they are exempt ac- 
cordingly. These exceptions are mainly 
holding company issues and “new money” 
issues. An example of the first was Buf- 
falo Niagara Electric 3.60 per cent pre- 
ferred, which has proved very popular 
(recently 108} bid) ; an instance of the 
second was the recent Southwestern Pub- 
lic Service class A stock, which repre- 
sented new money financing. This may 
have accounted in part for the spread in 
the dividend rates between the A and B 
stocks (see above) since the B stock, be- 
ing a refunding issue, apparently would 
not be exempt so far as corporate hold- 
ers were concerned. 
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PUBLIC UTILITY SECURITY OFFERINGS IN FIRST QUARTER OF 1946 


Moody 

Rating 

Bond Issues 
Lower St. Lawrence serial 4s and 44s 
Seattle Gas Co. Ist 38s 1976 
Avalon Tel. genl. 44s 1966 
Madison Gas & Elec. Ist 24s 1976 .... 
Shawinigan Water & Pr. 3s 1961 .... 
Quebec Power Ist & coll. 3s 1962 .... 
Winnipeg Elec. (various issues) .... 
Hackensack Water Ist 28s 1976 
Saguenay Pr. Ist 3s 1971 

Preferred Stocks 
Potomac Edison 3.60% pfd. ........ 
Southern Union Gas 44% pfd. ...... 
Alabama Power 4.20% pfd. ........ 
Canadian Util. 5% pfd. ............ 
Florida Pub. Util. 42% pfd. ........ 
Towa Pr. & Lt. 3.30% pfd. .......... 
Cent. N. Y. Power 3.40% pfd. ...... 
Buffalo Niagara Elec. 3.60% pfd. ... 


PPiliei ei 


Common Stocks 
Gulf Public Service 
co ae 


Deltas My, & Teta. 6. .cicccccscies 
Colorado Central Power 


*Canadian funds. 
**Unexchanged portion. 


Amt. Offering 
(Mill.) Price Syndicate Headed by 
0.5 $100 Credit Interprovincial 
5 102.27 Paine, Webber 
0.5 100 Pitfield & Co. 
5 102.25 Harris, Hall 
13 101.25* Dominion Securities 
12 1018* Dominion Securities 
28 — Nesbitt Thomson 
15 105 Halsey Stuart 
23 105 Mellon Securities 
6 $101.75 Langley-First Boston 
1** 101.50 E. H. Rollins 
30 T 
1 100 McLeod, Young, Weir 
1 103 Starkweather & Co. 
5 101.50 Langley-Union Securities 
20 101.50 Morgan Stanley 
35 102.85 Lehman-Stone & Webster 
Number 
of Offering : 
Shares Price Syndicate Headed by 
312,500 $11 Allen & Co. 
812,100 12 Stone & Webster-White, 
Weld 
162,500 23% First Boston-Blyth 
43,750 34 First Boston-Dean Witter 


tOffered to old stockholders (not underwritten). 
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What Others Think 


FPC Hears Consumers’ Views 
On Natural Gas 


I" carrying out its investigation of the 
natural gas industry, the Federal 
Power Commission resumed its hearings 
at Chicago on February 19th. Previous 
sessions held in midcontinent producing 
states (reported in Pustic UTILiTIEs 


the furnishing of gas is an established pub- 
lic utility service and that the public, in areas 
where gas is held out for public use, is en- 
titled to receive adequate service under rates 
no greater than those made necessary by 
the economic furnishing of the service. 


FORTNIGHTLY, issues of October 25, oe those who appeared from In- 


1945, and March 28, 1946) were con- 


diana was Lawrence Cannon, mem- 


cerned chiefly with production and trans- ber of the public service commission of 
portation phases of the business. that state. He said, in part: 


At this two weeks’ session in Chicago, 
the witnesses were principally representa- 
tives of gas-consuming interests—indus- 
tries, municipalities, utilities—and utility 
commissions in states bordering on the 
Great Lakes. There were delegations 
present from Illinois, Michigan, Indiana, 
Wisconsin, Minnesota, Iowa, and Ne- 
braska. Keen interest was shown espe- 
cially in the questions of sufficiency of 
supply of natural gas, and whether or 
not its “end use” should be controlled. 

The interests of the state of Illinois 
were represented by Warren Henry, act- 
ing chief engineer, Illinois Commerce 
Commission, who stated: 


I may summarize this part of my testi- 
mony by saying that there has been for sev- 
eral years a notable tendency on the part 
of Illinois industry to take more gas under 
firm rates, this being sometimes spoken of as 
a “firming up” of the service, but that all 
gas for industrial purposes cannot be had 
under firm rates, and, where interruptible 
gas is taken, the tendency is to install stand- 
by equipment to provide for the periods of 
interruption. Furthermore, the periods oi in- 
terruption for these customers have been 
more frequent of late than in earlier years. 

Necessarily pipe-line capacity and other 
capacity must be provided to meet the re- 
quirements of users taking gas under firm 
rates. These users have a right to demand 
and receive gas on the peak day to the ex- 


tomer. To provide this capacity facilities 
are necessary and these facilities must stand 


We believe this regulation and protection 
[of supply] can best be afforded and local in- 
terests best dealt with through the existing 
policy of the Natural Gas Act of leaving to 
state regulative authority the control over 
rates and service in cases of all direct con- 
sumer sales, and placing in the Federal agency 
the full control over the interstate transporta- 
tion of the gas and over its sale for resale. 
We believe the public interest can and will be 
best served through the codperative efforts of 
these agencies as each functions within its 
own sphere. 

The people of Indiana are desirous of hav- 
ing at all times assurance of sufficient natural 
gas to satisfy their expanding needs. They do 
not want or seek this on the basis of ip- 
equitable limitations upon other areas. ... We 
recognize, however, that, except during 
times when supply and transportation facili- 
ties are adequate, there must, if unjust dis- 
crimination is to be assured against, be con- 
trol over the quantities available within any 
area and over the uses to which the limited 
supply may be put. This control must be 
such that it can function fully and effectively 
during any such period of inadequacy of sup- 
ply or facilities. Such control we recognize 
should be lodged in the Federal agency. If 
the present provisions of the Natural Gas Act 
do not give such power, or if there be any 
substantial doubt as to whether or not the 
act gives you such power, then we favor 
amendment to make such power clear. 


EPRESENTATIVES of large industries in 
‘ Indiana—steel, aluminum, and glass 
tent of the full requirements of each cus- concerns—told the commission that there 


are certain processes used in their plants 


ready for service throughout the full year. for which natural gas is the only suitable 
I am proceeding upon the proposition that fuel. 
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J. W. Clark, St. Paul, Minnesota, ex- 
ecutive director, Minnesota Resources 
Commission, said that he is convinced 
that all of the natural resources of the 
country belong to the people of all the 
states and is common property among 
the states. 

He added that Minnesota has no de- 
sire to keep its iron production in the 
state borders for the use of Minnesota 
people, but believes that all state barriers 
should be eliminated and that no state or 
Federal authority should put up any 
trade barriers; that the people of Min- 
nesota want fuel for whatever uses they 
desire to put it to. 

Appearing for the Minneapolis Civic 
and Commerce Association, Frank E. 
Clawson presented a resolution adopted 
by it protesting against “the passage of 
any law by the Congress that will give 
the Federal Power Commission the pow- 
er, or the assumption of any such power 
by the Federal Power Commission upon 
the theory that it is contained in the 
present Natural Gas Act, to restrict the 
use of natural gas furnished to the state 
of Minnesota in any manner that will re- 
strict its present use in this community 
for domestic, commercial, and industrial 
purposes or to prevent the future expan- 
sion of such use in this community for all 
future requirements of our people.” 

Another witness from Minneapolis, 
Nathan Harris, research engineer for the 
city council, stated that an increase in the 
cost of natural gas imported into the state 
and delivered to the Minneapolis Gas 
Company, and restrictions upon the use 
of such gas, such as prohibition of its use 
as boiler fuel for industries, would have 
the effect of increasing the rates to the 
consumers in the city of Minneapolis, of 
which there are 142,165 in number. “Any 
action by Congress, followed by action 
of the Federal Power Commission, in 
withdrawing natural gas from industrial 
uses would affect the other users of gas 
in the city of Minneapolis.” 

This view was supported in the com- 
ments of Lester J. Eck, vice president, 
Minneapolis Gas Company, who said 
that anything which increases either the 
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cost of natural gas to his company or 
which decreases the revenues realized by 
the company is immediately reflected in 
the rates charged domestic consumers in 
the city of Minneapolis. “It is therefore 
important,” he said, “to consider what 
would or might happen to such domestic 
rates in the event that the end use of nat- 
ural gas was restricted in this area.” 

He added that in the event the end use 
of natural gas were eliminated there 
would result an increase of 7.5 cents per 
thousand for gas furnished the domestic 
customers. 


"i yous witnesses from Minnesota 
communities, among them city offi- 
cials, chambers of commerce men, and 
utility executives, stressed the need of 
natural gas for industrial uses in that 
state. Bruce J. Broady, city attorney of 
St. Paul, said: 

Natural gas in Minnesota is a competitor 
only with other imported fuels, all of which 
are expensive, and the price of which has 
been constantly rising. It is important to us 
that its position in the competitive field be not 
hampered by regulations as to its use so long 
as - competitors are not similarly regu- 
lated. 


John B. France, industry director, St. 
Paul Association of Commerce, described 
the use to which a number of industries 
in that city would put natural gas, and 
asserted : 

Therefore, from the viewpoint of the re- 
tention and expansion of existing industries, 
and in the attraction of new industries, and 
because we do not have available other native 
sources of low-cost industrial fuel, the un- 
restricted use of natural gas is most urgently 
demanded by industry in the city of St. Paul. 


As a result of questioning by inter- 
venors, he implied that he wants the Fed- 
eral Power Commission to use its certifi- 
cate-granting authority to relocate indus- 
tries, suggesting that if gas were avail- 
able in St. Paul and other Midwest areas 
where it is not now available, the concen- 
tration of industry in the East could be 
broken up and the Midwest benefited. 


ESTIMONY was presented by some 
thirty witnesses from Michigan. 
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The lieutenant governor of that state and 
the chairman of its public service com- 
mission attended these hearings, as well 
as the mayors, city managers, and other 
officials of several cities, together with 
representatives of industrial and utility 
companies. 

William J. McBrearty, chairman of 
the Michigan Public Service Commission, 
in outlining that state’s position and ex- 
plaining its need of gas, made the follow- 
ing statement: 

I say to you, natural gas should no more be 
isolated in the Southwest than our Michigan 
lumber, salt, and iron ore should be walled 
off and made available only to Michigan in- 
dustry. 


He also said he does not think that the 
Federal Power Commission should be 
given authority to regulate end use, but 
that he is strongly in favor of state con- 
trol over direct industrial sales; but 
if it is found by the courts that the states 
do not have this authority, then such 
authority should be lodged in the FPC. 

John L. Lovett, general manager, 
Michigan Manufacturers Association, 
said that if gas is restricted to those 
Michigan industries which cannot eco- 
nomically use other fuels they would have 
to either (1) get substitutes, (2) move 
their business to where gas is available, 
or (3) go out of business. 

Mr. Lovett was emphatic in his asser- 
tion that end use should not be controlled, 
and that the quantities of gas made avail- 
able to anyone desiring to use it should 
not be curtailed because it is quite pos- 
sible that within the next ten years atomic 
energy will replace gas as a fuel and 
those who now have it to sell will find it 
a drug on the market. 

The managers and city managers of 
some fifteen Michigan cities in their 
testimony followed a generally similar 
pattern. 

They outlined the amount of nat- 
ural gas available in their respective 
communities, all asserting that the pres- 
ent supplies are insufficient or that they 
had been unable to get any natural gas 
at all up to this time; the growth of the 
natural gas demands in areas where gas 
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is available; the present and future de- 
mands in their cities; the retardation of 
industry and inconvenience to home 
owners resulting from the lack of ade- 
quate supply of natural gas. Each of 
them made a strong plea for unrestricted 
supplies of natural gas, some pointing out 
that customers are being limited in the 
amounts that they can have at present. 


re C, BEUKEMA, secretary-manager, 
Greater Muskegon Chamber of Com- 
merce, referred to the industrial use of 
natural gas in Muskegon as its “highest 
use” for the benefit of the national wel- 
fare. He said that the domestic use for 
gas, as far as Muskegon is concerned, is 
the “second highest use.” He opposed 
any preference based on proximity to 
source, pointing out that the several states 
have claimed that natural gas should not 
be allowed to be piped through their 
states without providing such states with 
all the gas that they wanted first. 

Carl Wirth, gas engineer, Michigan 
Public Service Commission, contended 
that if there is to be the increase in in- 
dustrial production that is hoped for, 
there will be a serious shortage of natural 
gas for Michigan industry during the 
1946-7 winter unless immediate relief is 
given in the form of additional imported 
gas supplies. 

During the cross-examination of Mr. 
Wirth, an FPC staff member inquired 
whether the commission in writing its 
report will go outside of the record made 
in this proceeding for basic information. 
Commissioner Nelson Lee Smith, super- 
vising commissioner, said that he does 
not feel the commission is to be limited to 
the record in this proceeding in prepar- 
ing its report—that the commission feels 
at liberty to go outside of this record. 


Wa the exception of two city off- 
cials, practically all of the several 
witnesses from Nebraska represented in- 
dustrial concerns. Their testimony was 
of the same general nature, citing the im- 
portance to their operations of natural 
gas asa fuel. Joseph M. Goode, manager, 
Omaha Manufacturers Association, com- 
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mented that since the FPC has control 
only over the gas that is transported inter- 
state, any restrictions on the use of gas 
would affect only the relatively small por- 
tion of all gas produced that goes in 
interstate carriers and would put those 
who must import gas at an industrial 
disadvantage, which would be reflected in 
the welfare of the country. 

Representing the Wisconsin Public 
Service Commission, as chief of its rates 
and research division, H. J. O’Leary sub- 
mitted a lengthy exhibit showing the 
“estimated market for natural gas in 
Wisconsin.” This survey was made, he 
said, to present to the Federal Power 
Commission an idea of the state’s re- 
quirements if natural gas were to be in- 
troduced there without restriction. 

The various other witnesses from Wis- 
consin, chiefly representing industrial 
interests and a few communities, dwelt 
upon the desire of people in the state to 
have natural gas made available for in- 
dustrial and other uses. 


N the closing day of the Chicago 
hearing, most of the witnesses 
heard were from Iowa. They were prin- 
cipally industrial men, connected with ce- 
ment, brick, gypsum, and packing plants 
where gas is used for fuel or for process- 
ing purposes. Their testimony mainly 
was concerned with the advantages of 
natural gas to their individual operations. 
Also present from Iowa was R. Q. 
Selby, director, lowa Development Com- 
mission, Des Moines, who said: 


The state of Iowa contends that the peo- 
ple and industries in Iowa should have the 
benefits of the natural resources of other 
states on the most economical basis pos- 
sible; and that if it is more economical to 
distribute gas for industrial purposes in 
many parts of Iowa than it is to furnish 
other fuels, Iowa should have this advan- 
es 

The people of the state of Iowa desiring 
to be in an equal competitive position with 
the citizens of other states, in so far as 
the natural resources of the country are 
concerned, are interested that no agency 
be authorized to determine for the state of 
Iowa whether its citizens and communities 
that are now being served with natural gas 
shall be permitted to continue to receive it, 
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and whether other communities shall, if they 
desire it, in the future be permitted this 
service. 

The people of the state of Iowa have al- 
ways felt that they are better able to deter- 
mine their wants and needs in so far as any 
commodity is concerned than the representa- 
tives of a Federal agency who must be far 
removed from intimate knowledge of condi- 
tions prevailing within the state; and they 
believe that any attempt on the part of any 
Federal agency to impose such regulation is 
an infringement on the fundamental rights 
of the state and its citizens. 


Edward Kimball, manager, Iowa Man- 
ufacturers Association, stated in the 
course of his testimony: 

We are of the opinion that Iowa manu- 
facturers should have available to them any 
fuel which will enable them to operate more 
efficiently and more economically ... 

We believe that no pipe line could op- 
erate efficiently, or even supply domestic use, 
should industrial use be curtailed. 

In other words, any restriction of the in- 
dustrial load through end-use control could 
adversely affect the load factor and result 
in higher rates to domestic users. The Iowa 
Manufacturers Association is opposed to 
any attempt by any Federal agency to con- 
trol the industrial use of natural gas within 
the state. Any effort by a Federal agency 
to determine who should or should not use 
natural gas, or any other fuel, is contrary 
to the doctrine of free enterprise and states’ 
rights. 


Howard Bruce, mayor of Mason City, 
offered a resolution adopted by his city 
council opposing any FPC control of local 
consumption of gas, and asserted that he 
was interested in seeing that there is no 
curtailment in the amount of gas going to 
industry in his area because he realizes 
that this would only result in an increased 
domestic rate, which he said would not 
be in the public interest. 

Answering George D. Horning, Jr., 
representing the National Coal Associa- 
tion, who wanted to know if Mayor 
Bruce didn’t think the FPC should con- 
trol natural gas in the public interest of 
the country as a whole, the Mason City 
mayor asserted that the country is now 
overburdened with Federal controls and 
that any more Federal controls, in his 
opinion, would not be in the public in- 
terest. 

He said that he could see where 
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the use of gas for certain industrial pur- 
poses might be in the public interest of 
the people as a whole rather than using 
it for domestic purposes. 


The next hearing which the commis- 
ion had scheduled was held in Charles- 
ton, West Virginia, beginning April 
2nd. 





Government to Economize—But, How Much? 


N its February letter on economic con- 

ditions, the National City Bank of 
New York commented at length upon the 
President’s budget message. In its analy- 
sis appear these paragraphs regard- 
ing proposed expenditures for “public 
works,” among them “rural electrifica- 
tion and river valley power develop- 
ments” : 


The message contains recommendations 
for increased expenditures for rural electri- 
fication and river valley power development, 
a national research aid program, government 
guaranty of “full employment,” a materials 
stockpiling program, Federal aid for air- 
port construction, Federal aid for school 
lunches ($50,000,000 in 1947), “substantially” 
increased unemployment relief benefits for 
veterans and nonveterans, higher Federal 
salaries, a comprehensive national health and 
medical care program, St. Lawrence water- 
way development, and other projects... . 

All this raises a question as to just how 
serious has been the search for ways of re- 
ducing expenditures, and whether this is not 
another budget reflecting the same liberal 
spending philosophy as in the 1930’s, when 
the objective was to “increase purchasing 
power” and to accomplish social reforms. 

Once again there is being demonstrated the 
difficulty of shrinking down the size, multi- 
wand and cost of the government estab- 
ishment once it has been permitted to ex- 
pand out of normal proportions. Each new 
department or bureau, as well as existing 
ones which have grown, tends to regard its 


work as essential, and resists efforts to dis- 
continue or curtail its activities. Moreover, 
government spending tends, at the expense of 
all taxpayers, to benefit particular groups 
and communities, thereby building up vested 
interest in the continuance of spending. Even 
among conservative people who in general 
oppose the principle of leaning on govern- 
ment, the unanimity has often Teoten down 
when spending projects for specific indus- 
tries and localities are involved. ... 

The difficulty of contracting public spend- 
ing—even in times of active business—is the 
weakness in the theory of “compensatory 
government spending” to smooth out fluctu- 
ations in the business cycle. Under any sys- 
tem of budgetary practice, now is the time 
when the government ought to be curtailing 
its activities and not adding unnecessarily 
to the stream of purchasing power through 
its own expenditures when man power and 
materials are scarce. 


I* concluding its discussion of the sub- 

ject, the bank’s letter referred to the 
recent directive from General MacAr- 
thur’s headquarters, outlining for the 
Japanese a stern régime of monetary and 
fiscal rectitude, and made this pertinent 
observation : 

“The suggestion inevitably arises as to 
whether it might not be a good idea for 
us to take ourselves a little of the medi- 
cine we are prescribing for others.” 


—R. S.C. 





Electric and Gas Service in the 
Nation’s Metropolis 


) a 50-page booklet, “Serving New 
York,” an over-all view of Consol- 
idated Edison Company and its business 
of serving America’s largest city is 
graphically presented. Various phases are 
featured, in text, pictures, and charts, of 


the affairs of this great business- 
managed, tax-paying utility enterprise, 
and of the outstanding interests of the 
metropolis to which the Consolidated 
system supplies electric, gas, and steam 
service. 
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“YOU MEAN TO SAY YOU CALLED US TO REPLACE A GAS MANTLE ON A 
READING LAMP?” 


The “roots” of this public utility, it 
is stated, “go deep into the past.” Its gas 
service began one hundred and twenty 
years ago, and for sixty-three years elec- 
tricand steam service has been furnished. 
And now, to meet customers’ require- 
ments in its service area with a popula- 
tion in excess of 7,500,000, an investment 
of more than one billion and a quarter 
dollars is required in plant facilities and 
working capital. 

To say that greater New York city is 
the nation’s “metropolis” is trite—it is 30 
known the world over. But, as the book- 
let points out, there are other factors 
much more significant than its size: 

.. . New York has been by far the leading 


manufacturing center for more than a cen- 
tury. It has long been the center of fashion, 


amusement, and art of the country. Its lo- 
cation and harbor have made it the greatest 
seaport in the world. Its economic strength, 
developed through trade, has expanded un- 
til it is the undisputed financial and corpo- 
rate capital of the country. 


— pages of this booklet are de- 
voted to illuminating facts regarding 
the many kinds of business interests cen- 
tered in this greatest of industrial and 
commercial cities. Under such headings 
as Business Management, Manufactur- 
ing, Wholesale and Retail Trade, Service 
Industries, Finance, and Transportation, 
the vastness of these aggregate activities 
is told. The story of it all is impressive, 
and its presentation is effectively enliv- 
ened by colored diagramatic charts show- 
ing New York city’s position compared 
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with other principal cities of the United 
States. 

Other pages tell of “the largest and 
most unusual residential market in the 
United States,” where nearly 74 per cent 
of the city’s families are apartment 
dwellers. Instructive information is given 
about supplying the demands of this huge 
market of 2,000,000 families with electric 
and gas service. Rates are explained, 
with comments upon the costs—such as 
underground distribution system, wage 
levels, and taxes—which enter into the 
maintaining of high standards of service. 

To simplify for the nontechnically 
minded reader, the mechanical processes 
of the production and distribution of elec- 
tricity, gas, and steam are described, and 
diagramatic sketches picture general de- 
tails of operations. 

Reference is also made to employee re- 
lations, how wartime demands were met, 
and the outlook for the company’s future 
growth. In the planning for the latter, 
it is noted that extensive market and in- 
dustrial surveys have been made, which 
are available as aids to interested busi- 
ness groups and firms. 

The closing pages give details regard- 


ing the management structure of the Con- 
solidated Edison system, together with 
portraits and biographical notes of the 
trustees and officers of the company. Also 
there are given financial statements and 
miscellaneous corporate and operating 
data for 5-year periods. 

Upon turning the final page of this 
booklet, the impression remains that 
“Serving New York” with electricity, 
gas, and steam is indeed a great under- 
taking. Also, that the manner in which 
the story of that service is told in these 
pages is an example of a high type of 
educational publicity. It should be ef- 
fective, both as a source of information 
to security holders, and in fostering good 
relations with customers and the public. 


ig is believed that this booklet, espe- 
cially the sections which explain rates, 
energy costs, and service factors—phases 
of rendering service which are an enigma 
to many people—contains much informa- 
tion of interest to those utility executives 
who are seeking to effectively present 
facts to the public about their business- 
managed, tax-paying enterprises. 





Possibilities of Atomic Energy 
Studied by Power Industry 


SPECIAL committee of the Associa- 
tion of Edison Illuminating Com- 
panies is engaged in an appraisal of 
atomic energy as a source of electrical 
supply. 
The membership of the committee is: 


Alex D. Bailey, executive vice president, 
Commonwealth Edison Company, Chicago. 

Kilshaw M. Irwin, manager, engineering 
department, Philadelphia Elecetric Company. 

| a W. Parker, president, Detroit Ed- 
ison Company. 

John C. Parker, vice president, Consoli- 
dated Edison Company of New York, Inc. 

Philip Sporn, executive vice president, 
American Gas & Electric Service Corpora- 
tion. 


Recently, John C. Parker, as chair- 
man of this special committee, presented 
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a statement on behalf of the association 
before the Senate Committee on Atomic 
Energy, in which he said : 


It appears now that the two most likely 
fields of [atomic] energy utilization are to 
be found in marine propulsion and in large 
land power plants. .. . 

It is quite possible that, as was the case 
with higher-pressure and higher-temperature 
steam development, large land installations 
may afford an excellent proving ground for 
the exacting requirements of the Naval serv- 
$08... 

It is proper to point out, however, that 
zealously though the industry will seek to 
develop the possibilities, revolutionary re- 
sults in the cost of supplying the public are 
not to be expected, but rather sober, level- 
headed betterment. The reason for that is 
worth pointing out. 

Most of the investment and much of the 
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operating cost of present systems lie outside 
the generating plants—for example, in the 
distributing systems and in the multifarious 
services to customers. There is no present 
indication that atomic energy will relieve 
that major element in cost. Much of the in- 
vestment in generating stations will remain 
as at present. 


Then follows this comment: 
Limited though economies may be 


the possibilities inherent in atomic en- 
ergy to develop a more economical sys- 
tem of electric energy supply and more 
widespread use of electrical energy to 
enhance and stimulate the national econ- 


omy. 
He then added these significant 
words: 


In this connection the public utility in- 


[due to lower fuel cost], the committee, 
and the Edison Association which it rep- 
resents, believe them to be of importance 
to the industrial development of the coun- 
try. They believe that whatever body is 
set up to administer the distribution of 
fissionable materials well might require 
that such economies be passed on to the 
consumers conformably with the deter- 
minations of the local regulatory author- 
ity. Such economies, of course, should 
be the net economies, giving due weight 
to new investment occasioned by a new 
type of boiler or other conversion equip- 
ment. 


dustry of the country has only one reserva- 
tion and that is that atomic materials should 
be available for industrial use without dif- 
ferentiation as to the type of utility to which 
it is made available and with the single col- 
lateral requirement that any resultant net 
economies be passed on to the consumers 
under the supervision of regulatory author- 
ities on the local level. 


It is most encouraging to note, from 


the views expressed in this statement, 
that a broad and clear-visioned concep- 
tion as to procedure is held by this group 
of men, highly skilled in the intricate 


M* PARKER observed that there are 


no obstacles to a full and open- 


technical phases of the electric utility 
business, in prosecuting their studies of 
the possible use of atomic energy by that 


minded exploration by the committee of 


industry. 
—R. S.C. 





More Gas for More People Urged 
At INGAA Meeting 


T its first annual membership meeting, 

held recently in Houston, Texas, 

the Independent Natural Gas Association 

of America adopted an aggressive pro- 

gram for the promotion of an expanding 

business in natural gas. 

Unanimous support was pledged to the 
following fundamental objectives : 

1. Preserve the time-tested, demo- 
cratic principles of private ownership, 
individual initiative, and competitive 
enterprise free from government com- 
petition or proprietorship in any form. 

2. Promote scientific research to 
continue improvements in the explora- 
tion, production, conservation, trans- 
portation, and utilization of natural 
gas. 

3. Provide more adequate markets 
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for independent producers and royalty 
owners, maintain discovery rates, 
further conservation, and make natural 
gas more widely available for public 
use by necessary expansion of pipe 
lines. 

4. Maintain as the exclusive func- 
tion of the producing states the regula- 
tion of the production, gathering, and 
conservation of natural gas and sup- 
port the enactment and administration 
of sound waste prevention measures 
by the states to assure orderly develop- 
ment, to require ratable taking on an 
equitable basis, to preserve correlative 
rights and prevent improper with- 
drawals, to establish proper gas/oil 
ratios, to encourage cycling and re- 
pressuring wherever warranted, and to 
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provide markets for reasonably acces- 
sible oil solution gas. 

5. Limit the jurisdiction of Federal 
agencies to the reasonable regulation of 
the interstate transportation of natural 
gas and its sale in interstate commerce 
for resale, specifically excluding such 
agencies from any regulation whatso- 
ever of production, gathering, process- 
ing, compressing, or fixing the price of 
natural gas prior to its entry into inter- 
state commerce for resale. 

6. Safeguard the benefits of free 
competition among fuels, allow the sale 
of natural gas competitively with coal 
and other fuels for industrial use, and 
prohibit any regulation of the regional 
or functional end use of natural gas 
either directly or indirectly by any 
Federal agency. 

7. Retain the option of expensing in- 
tangible drilling costs and the percent- 
age depletion allowance provisions of 


the income tax laws to prevent disrup- 
tion of stabilized industry economy, 
Remove the threat of double taxation, 
as separate business entities, to volun- 
tary unitization operations desirable 
for the efficient conservation of natural 


gas. 


Executive Director Ferguson reviewed 
the activities of the association, touching 
on the part it played in connection with 
the FPC natural gas investigation, the 
formation of the Natural Gas Industry 
Committee which is steering the indus- 
try’s case in the FPC probe, and in con- 
nection with the preparation of the sup- 
plement to the “National Oil Policy.” 

He warned that “tremendous and all- 
powerful forces” are seeking to drive 
natural gas from its place as “the superior 
fuel” and urged the association to assume 
leadership and act aggressively to prevent 
the opposition from attaining its goal. 





Progress Reported 
Temperature 


URING the past two years there has 

been on test at the U. S. Naval 
Engineering Experiment Station, An- 
napolis, Maryland, a 3,500-horsepower 
experimental gas turbine, capable of 
being operated at temperatures up to 
1,500 degrees Fahrenheit. It was de- 
signed and constructed by Allis-Chalmers 
Manufacturing Company under arrange- 
ment with the Bureau of Ships of the 
U. S. Navy. 

Publicity concerning this unit, hereto- 
fore restricted for security reasons, is 
now permitted. Recently, at the invita- 
tion of Allis-Chalmers, a group of press 
representatives visited Annapolis to learn 
at firsthand details regarding this power 
installation. 

The design of the various sections of 
this gas turbine unit, and its operation, as 
well as the methods used in the tests, were 
described by Naval officers intimate- 
ly connected with this experimental work, 
and by technical representatives of Allis- 
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on Tests of High- 
Gas Turbine 


Chalmers who had been engaged upon 
the design. Lantern slides pictured both 
exterior and interior views of the various 
parts of the equipment, as well as outline 
drawings showing the arrangement and 
relative size of the various elements mak- 
ing up the unit. 

The audience was told that, although 
developed as a Navy project, this gas 
turbine plant has characteristics ap- 
plicable for both land and marine use. 


D* J. T. Retrariata, consulting 
engineer for gas turbines at the 
Allis-Chalmers Company and director of 
the mechanical engineering department 
at the Illinois Institute of Technology, 
said: 

Engineers regard it as a highly significant 
step in the development of what has 
called the fourth prime mover—following the 
steam engine, the steam turbine, and the in- 
ternal combustion engine. Optimistic engi- 
neers in recent years have forecast eventual 
use of gas turbine power plants to generate 
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electric power for industrial plants and to 
serve as propulsion power for planes, ships, 
and locomotives. 


While emphasizing the experimental 
nature of the work to date, Vice Admiral 
Earle W. Mills, USN, assistant chief of 
the Bureau of Ships, pointed to the neces- 
sity for continued research in this field. 
He said: 


We know that we are on the threshold of a 
development which, five or ten years hence, 
will be seen to be as significant as that earlier 
period when the Navy was engaged in re- 
search which ultimately led to the introduc- 
tion of high-pressure, high-temperature 
steam, and high-speed Diesel propulsion. 


The highly technical phases of the op- 
erations of this gas turbine unit, and the 
infinite details involved in conducting the 
tests, were explained by Lieutenant Com- 
mander C. F. Kottcamp, USNR, officer 
in charge of the testing. 

He stated that 


The gas turbine, which operates much the 
same as a steam turbine, except that it uses 
hot air instead of steam to spin the turbine’s 
blades, has many advantages over the steam 
turbine. The gas turbine does away with the 
necessity of installing boilers, condensers, and 
complicated steam lines in ships, and the gas 
turbine cycle can be operated at much higher 
temperatures than the practical limitation of 
850 degrees Fahrenheit now present in steam 
turbine construction for shipboard use. 

This means that gas turbines can be de- 
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signed to weigh less, occupy less space, or 
maintain higher thermal efficiency than the 
steam turbine—thus greatly increasing the 
cruising range of Navy ships. 

The experimental gas turbine model now 
operating at 1,350 degrees Fahrenheit is run- 
ning well above the previously set metallurgi- 
cal limit of 1,300 degrees Fahrenheit for 
such engines. Consequently, we are pushing 
into the unknown in many fields with this 
experimental model. 

So detailed is our instrumentation testing 
of this model that we normally record 2,000 
different readings of temperature and pres- 
sure throughout the gas turbine during a 7- 
hour test period. ° 


By csnne Kottcamp’s talk left the 
impression that the tests of this unit 
are not only extensive but are being car- 
ried out with extraordinary care, in order 
to check all phases of operation and the 
effect of the extreme heats upon the 
metals in the various parts, so as to pro- 
vide detailed data for calculations and 
for study records. 

A visit later to the Naval Engineering 
Experimental Station afforded oppor- 
tunity to see this Allis-Chalmers gas tur- 
bine in actual operation, with temperature 
at 1,350 Fahrenheit, said to be the high- 
est operating temperature ever reached 
in a unit of this size. It was stated that 
by late summer it is hoped to have the’ 
unit tested at 1,500 Fahrenheit. 

—R. S.C. 





Notes on Recent Publications 


Lasor Poticy oF THE FEDERAL GOVERNMENT. 
By Harold W. Metz. The Brookings Insti- 
tution, 722 Jackson Place, N. W., Washing- 
ton 6, D. C. Price $2.50. 296 pp. 1945. 

This book is an analysis of the labor policy 
of the Federal government. It attempts to 
describe the government labor policy in broad 
outline. 

On a systematic basis it analyzes the 
policy of the government irrespective of the 
specific statutes or agencies concerned. It 
seeks to discover the attitude of the govern- 
ment toward the: formation of unions, strikes, 
picketing, collective bargaining, union or- 
ganization, the labor market, wages, hours, 
and the peaceful settlement of disputes. 

The attitude of each of the various labor 
agencies of the government toward labor 
problems is considered—the National Labor 
Relations Board, National Mediation Board, 


National Railroad Adjustment Board, Na- 
tional Defense Mediation Board, National 
War Labor Board, Conciliation Service, 
United States Employment Service, and War 
Manpower Commission. The book is based 
on a detailed consideration of the actual de- 
cisions, orders, and regulations issued by 
these various labor agencies. 

The purpose of the analysis is to discover 
major trends of policy, and to determine 
where there are consistencies and inconsist- 
encies in the attainment of major objectives. 
It is, therefore, extremely useful to students 
of present-day labor problems. 


DEVELOPMENT RATE OF Proyect LANDS—Pros- 
LEM 17; HicHway DEVELOPMENT—PROBLEM 
19; River TRANSPORTATION—PROBLEM 21, 
Superintendent of Documents, U. S. Govern- 
ment Printing Office, Washington 25, D. C. 
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Gas Rates Ordered Reduced 


72 Federal Power Commission on April 
4th announced its order directing Southern 
Natural Gas Company, Birmingham, Alabama, 
to reduce its wholesale rates for natural gas 
sold in interstate commerce for ultimate public 
consumption by not less than $1,200,000 annu- 
ally. Such rate schedules are to be effective as 
of May Ist. 

At the same time, the commission authorized 
the company to transfer from its Reserve for 
Depreciation of Gas Plant to its Surplus or a 
special reserve account, the amount of $6,668,- 
134. This amount reflects the difference between 
the Depreciation Reserve shown on the books 
and the Depreciation Reserve requirements as 
of December 31, 1945. A substantial portion of 
this amount results from excessive depreciation 
accruals on war facilities. The reserve require- 
ment was determined by the staff after ex- 
tensive studies of the properties of the com- 
pany and their service lives. The authorization 
includes the provision that the amount trans- 
ferred to the special reserve shall be sufficient 
to absorb the excess in the plant accounts 
over the original cost of plant and that any 
balance in the special reserve after such absorp- 
tion may at the election of Southern Natural 
be transferred to its Surplus account. 

Commissioner Richard Sachse has written a 
dissenting opinion on this part of the order. 

Southern Natural Gas serves retail compa- 
nies in parts of Alabama, Mississippi, Louisi- 
ana, and Georgia. Among its customers are the 
Alabama Natural Gas Company and the Bir- 
mingham Gas Company. 


FPC Grants Authority 


TS Federal Power Commission recently 
granted authority to Iroquois Gas Corpora- 
tion, Buffalo, New York, and United Natural 
Gas Company, Oil City, Pennsylvania, to con- 
struct and operate approximately 20 miles of 
16-inch natural gas loop line extending from 
“Little Valley by-pass” or Iroquois, Little Val- 
ley, New York, to “Maloney Farm by-pass” of 
United, McKean county, Pennsylvania. 

The cost of the construction is estimated at 
$530,000, of which $465,000 will be borne by 
Iroquois and $65,000 by United. 

According to the commission’s order, the pro- 
posed looping is necessary, owing to the de- 
cline of gas production in New York state, the 
excessive gas withdrawals occasioned by the 
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war effort, and the failure to discover new gas 
fields of consequence. 

Iroquois, a subsidiary of National Fuel Gas 
Company, distributes mixed and natural gas to 
78 communities in western New York, includ. 
ing Buffalo and Lackawanna. In addition, the 
company serves gas at wholesale to New York 
State Electric & Gas Corporation, Republic 
Light, Heat & Power Company, and two affili- 
ated companies, the Wanakah Gas Corpora- 
tion and Provincial Gas Company, Ltd, 
Canada. 

United Natural, also a subsidiary of National 
Fuel Gas Company, distributes natural gas in 
Pennsylvania to 40 communities, and in addi- 
tion delivers gas at wholesale to Mercer Gas 
Light & Fuel Company, Mercer County Gas 
Company, Sykesville-Du Bois Oil & Gas Com- 
pany, Union Heat & Light Company, as well 
as to Iroquois. 

In Ohio, United sells gas at wholesale to 
Andover Gas Company. 


Utility Plan Approved 


HE Federal Power Commission has ap- 

proved the plan of Otter Tail Power 
Company, Fergus Falls, Minnesota, to make 
accounting adjustments involving the elimina- 
tion of $1,650,877 classified in plant adjustment 
accounts which represent write-ups or other 
excesses over original cost as of December 
31, 1944. The dispositions are to be effected by 
immediate charges to earned and capital sur- 
plus and reserve for depreciation of electric 


lant. 

- Of the $1,650,877 involved in the commis- 
sion’s order, the company will dispose of $558,- 
382 classified in Account 100.5, Electric Plant 
Acquisition Adjustments, by a charge to Ac- 
count 250, Reserve for Depreciation of Elec- 
tric Plant, since that amount is included in the 
reserve in excess of the provisions for depreci- 
ation applicable to the original cost of tangible 
electric plant. 


Nominated for Another Term 


| ary none Truman at a press conference held 
late last month announced he had nominated 
Commissioner Claude L. Draper for another 
term on the Federal Power Commission. Com- 
missioner Draper has served continuously since 
his first appointment by President Hoover 
December, 1930, when the FPC was first or- 
ganized on a full-time basis. 
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Prior to that time Commissioner Draper had 
served for nearly twelve years as a member 
of the Wyoming commission and was chairman 
of that body at the time of his appointment to 
the FPC in 1930. 


New Compact Commission 
Program 


HE Interstate Oil Compact Commission 

may soon become one of the nation’s most 
reliable sources of complete statistical and fac- 
tual data relating to all phases of the oil and 
gas industries, it was predicted recently by E. 
G. Dahlgren, assistant secretary of the com- 
mission. 

“The compact commission has under consid- 
eration a program of expansion in the statistical 
division of its headquarters office,”” Dahlgren 
said, “which, if approved, will enable the com- 
mission to make available to the various states 
and the industry valuable factual data, some 
of — is now unobtainable any place in the 
world, 

“For instance,” he said, “the headquarters 
staff, at the direction of the commission, recent- 
ly prepared and presented to it for study an ex- 
perimental report containing statistical data on 
oil, gas, and natural gas production, drilling 
operations, driliing permits, crude oil stocks, 
refining operations, and gasoline consumption 
in the United States. Part of that information, 
especially monthly gas production data, cannot 
be presently obtained from any agency, either 
Federal, state, or private.” 

Dahlgren, under whose direction the work 
would be carried on, stated that the purpose of 
the commission in contemplating the compila- 
tion and dissemination of such data was to 
make the compact a more effective instrumen- 
tality in the cause of true conservation of oil 
and gas. “It is the commission’s desire,” he 
said, “that the compact render every possible 
assistance to the oil- and gas-producing states 
in properly conserving those natural resources. 
It is believed that the inauguration of this sta- 
tistical project will help accomplish that ob- 
jective.” 

The program was first suggested to the com- 
mission by the Independent Petroleum Associa- 
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tion of America through a resolution adopted 
by its executive committee. It has the almost 
universal approval of all oil and gas associa- 
tions in the nation, state officials, and the in- 
dustry generally. The compact’s executive 
committee recently authorized the expenditure 
of funds necessary for the headquarters staff 
to prepare and submit to the whole commission 
a complete set of suggested reports for con- 
sideration at its quarterly meeting in Tulsa, 
Oklahoma, April 11th to 13th, at which time 
it would determine whether the program 
would be made a permanent part of compact 
activities. 


FPC Postpones Hearing 


HE Federal Power Commission has post- 

poned indefinitely the hearing set for April 
15, 1946, on an application of the Metropolitan 
Eastern Corporation for a certificate of public 
convenience and necessity to construct and op- 
erate an 825-mile, 18-inch natural gas pipe line 
extending from the Carthage gas field in 
Panola county, Texas, to the vicinity of Ham- 
ilton, Ohio. 

The proposed pipe line, with appurtenant 
facilities, including five compressor stations 
having an aggregate of 25,600 horsepower, and 
a dehydration plant, is estimated to cost $23,- 
500,000. The project would have an initial daily 
capacity of 140,000,000 cubic feet of gas, in- 
tended to be sold to distributing companies. 


FEPC Allocation Cut from Bill 


HE House of Representatives last month 

passed and sent to the Senate a bill pro- 
viding $233,157,293.37 in funds for various 
Federal agencies. 

A proposed $30,000 allocation for the Fair 
Employment Practices Committee was elimi- 
nated from the measure by a technicality. 

Representative Pickett, Democrat of Texas, 
objected to the proposal on grounds that it was 
out of order, since the committee is due to 
expire June 30th. He was upheld by the chair, 
and there was no vote on the issue. 

Most of the funds were earmarked for Fed- 
eral pay-raise legislation enacted sometime ago 
by Congress. 


Alabama 


Asks Rate Cut Approval 


Tae W. Martin, president of the Ala- 
bama Power Company, on April 6th an- 
nounced the company had filed with the state 
public service commission a petition to revise 
and lower its street-lighting rates to all of 153 
municipalities to which it supplies street-light- 
ing service. Should the commission approve the 
tate, these municipalities will not only receive 
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a reduction in their bills for street-lighting 
service, but will also receive 34 per cent more 
lighting. 

The proposed new rates would save these 
municipalities approximately $23,000 a year in 
annual cost of their street lighting. 

Under the proposed rate, lamps with a light 
output of 1,000 lumens (100 candle power) 
will be replaced with lamps with a light output 
of 2,500 lumens (250 candle power). 
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Arkansas 


Co-ops Put on Equal Footing 


Frome rural electric codperatives will 
become subject to identical state regula- 
tions as private and municipally owned utilities 
May 15th under an order issued by the state 
public service commission early this month. 
The order, which revises the commission’s 
regulations regarding extension of rural lines, 


contains a major change which will require the 
co-ops to secure a certificate from the com- 
mission for any line extension of more than 
three miles in territory already allocated to 
them. 

It also requires them to file progress re- 
ports and to start construction within four 
months of issuance of the certificate unless a 
renewal is granted. 


California 


City Loses Appeal 


PLEA by the city of San Francisco for a 

dismissal of the OPA’s temporary injunc- 
tion preventing an increase in streetcar fares 
was continued to April 29th by Federal Judge 
Goodman last month. 

This further delay in boosting the municipal 
railway fare from 7 to 10 cents, or three rides 
for 25 cents with tokens, came as city officials 
revealed an alarming decline in the railway’s 
revenues, 

Utilities Manager James H. Turner an- 
nounced February was the worst revenue 
month for the municipal railway since its con- 
solidation with the Market Street Railway. 

Unless the railway fares are increased to 10 
cents cash or three rides for 25 cents with 
tokens, the utilities manager said, $1,200,000 in 
proposed pay increases for operating personnel 
will require a tax rate subsidy. 

The OPA obtained the injunction on a plea 
the city’s proposed rates would boost the cost 
of living. 

Dion Holm, assistant city attorney, sought 
unsuccessfuliy in an almost hour-long argu- 


ment to have the case dismissed. He based his 
plea on the grounds the public utilities com. 
mission had notified OPA headquarters in 
Washington that public hearings on the fare 
increase would be held April 22nd. 


Told to Adjust Rates 


A PLAN providing for quarterly adjust- 
ments of rates to earnings to meet chang- 
ing conditions during reconversion was recent- 
ly ordered for Southern Counties Gas Com- 
pany by the California Railroad Commission, 

The plan is expected to resuit in further rate 
decreases beyond the present 74 per cent to 10 
per cent discounts which benefit customers ap- 
proximately $718,000 a year, the commission 
stated. 

It calls for quarterly adjustment of rates 
by means of a test each ninety days of net 
revenues for the preceding twelve months’ pe- 
riod. If these revenues differ by more than 
$50,000 above or below the “criterion revenue” 
set at $2,350,000, rates will be adjusted accord- 
ingly. An additional 6 per cent return will be 
allowed for net operative additions to capital. 


Illinois 


Gas Rate Cut Approved 


oME 800,000 customers of the Peoples Gas 
Light & Coke Company will benefit from a 
$2,000,000 rate cut approved early this month 
by the state commerce commission, state regu- 
latory body. The action was announced by the 
commission chairman, John D. Biggs, who said 
the reduction will be effective May Ist. 

The company in January made a rate cut 
that passed on $438,000 of its savings through 
lowered prices of natural gas. The new slash 
raises to almost $2,500,000 the total of reduc- 
tions since the first of the year. The com- 
mission several weeks ago ordered an electric 
rate cut of $3,440,000 by the Commonwealth 
Edison Company. 
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Of the new gas cut, more than $1,600,000 
will be for residential and commercial custom- 
ers. Savings to these patrons will average 7.6 
per cent of their bills. Some will save up to 
15 per cent. 

A saving estimated at $14,000 will be made 
by 28,000 large industrial customers. The low- 
est house-heating rate of 7 cents a therm was 
not changed. - 

Biggs said it was the commission’s policy 
to require utility rate cuts when earnings war- 
rant. One of the factors favorable to Peoples 
Gas is the lowering of the Federal tax on ex- 
cess profits. Experts believe this tax, nearly 
$7,000,000 in 1945, will be reduced in 1946 by 
more than half. 

George A. Ranney, chairman of the gas com- 
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pany, said that the commission had gone 
thoroughly into company records before draw- 
ing its order, which the firm accepted. He 
added that operating costs were going up. 
Other experts said that labor costs and coal 
prices could not be estimated closely now. 


No rate changes were announced for the 
Public Service Company of Northern Illinois, 
which sells gas in a wide suburban area, but 
it was understood the state commission in- 
tends to look into its record to see whether 
a cut is justified. 


Kansas 


Small Communities Benefit 


TT Kansas power companies recently filed 
new rate schedules with the state corpora- 
tion commission calling for a reduction in the 
cost of electric power to a segment of the com- 
panies’ business, 

Richard B. McEntire, chairman of the com- 
mission, said the new rates filed by the Kansas 
Power & Light Company of Topeka called for 
“slight reductions” to commercial and residen- 
ae consumers in cities of 5,000 population and 
under. 

The Kansas Electric Power Company of 
Lawrence, McEntire said, reduced its rates to 


residential users in cities of 5,000 and under, 
and to commercial users in cities of 5,000 and 
over. 

D. E. Ackers, president of the Kansas Power 
& Light Company, said that a rate study had 
been in progress by the company for some time 
and that this was the initial step in a rate re- 
duction program designed to extend over a 
period of several years. 

At Lawrence, R. W. McClure, president of 
the Kansas Electric Power Company, said his 
company’s rate reductions applied also to “full 
residental users” in cities over 5,000. These 
cities, he said, are Leavenworth, Parsons, Em- 
poria, and Lawrence. 


Maryland 


Power Rates Ordered Cut 


REDUCTION in the electric rates of the Po- 
tomac Edison Company, under which the 
company’s Maryland customers—most of them 
in the western part of the state—will save ap- 
proximately $394,000 annually, has been direct- 
ed by the state public service commission, it 
was announced recently. 

Annual savings to all of the company’s cus- 
tomers, including a $121,000 reduction in 
charges made for energy suppiied to affiliated 
distributing companies which provide service 
outside the state, were estimated at $515,000. 


The reduced charges under revised schedules 
of rates will be applied to all consumption 
billed after May Ist. 

More than a year ago the state commission 
instituted negotiations looking toward a rate 
revision, and the reduction which has been or- 
dered is the result of a number of conferences 
among the commission, the people’s counsel, 
and the company. 

Determination of the amount of the reduc- 
tion and its effective date were delayed by 
rapidly changing conditions affecting the com- 
pany’s service and the completion of plans for 
refinancing its bonds and preferred stock. 


Mississipp1 


Conservation Bill Killed 


BY a vote of 87 to 33, the state house of rep- 
resentatives last month killed the Whitting- 
ton senate-approved broad oil-gas conservation 
bill. Former Governor Hugh L. White, chair- 
man of the house conservation committee, made 
a vigorous fight to stave off defeat, declaring 
that it was designed to stamp out “wildcat” pro- 
duction waste. The ex-governor, now a repre- 
sentative from Marion county, cited production 
in the shrinking Tinsley field in Yazoo county, 
the state’s first discovery field. The three repre- 
sentatives from Yazoo county supported the 
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bill, which was written by Senator Luther A. 
Whittington, Natchez. 

The major oil companies bore the brunt of 
the attacks by opponents of the bill. They were 
ae with attempts to enact the measure into 

w. 

In addition to setting up regulations to pre- 
vent waste, the bill would have provided an 
adequate staff of experts to supervise the in- 
dustry. It was primarily designed to prevent 
waste, foster, encourage, and provide conser- 
vation of oil-gas, and protect the vested, co- 
equal, and correlative rights of owners of oil- 
gas. 
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Nebraska 


Gas Reserves Adequate 


EBRASKA communities which have ap- 

proved natural gas franchises “need not 
worry” about exhaustion of the fuel since 
known reserves will supply the country for at 
least forty-five or fifty years, Professor E. F. 
Schramm, chairman of the University of Ne- 
braska’s geology department, reported re- 
cently. 

Gross production of natural gas from oil 
and gas fields in 1942, one of the peak years, 
was 4,453,900,000,000 cubic feet, and proved 
reserves of natural gas as of January Ist have 


been estimated at 140 trillions of cubic feet, 

“Forecasts on reserves of natural gas made 
by geologists and petroleum engineers during 
the past thirty years have been proved to be 
extremely inaccurate, all of which have 
been decidedly underestimates,” Professor 
Schramm said. 

With deeper drilling, new methods of ex- 
ploration, improved methods of recovery, cer- 
tain new discoveries, and conversion of some 
of our immense coal deposits to gas, present 
estimates of gas will probably prove to be 
underestimates as they have been in the past, 
according to Professor Schramm. 


e 
New Jersey 


Governor Seizes Gas Plants 


HE state of New Jersey took over opera- 

tion of Public Service Electric & Gas Com- 
pany’s gas plants on April 5th after a last-hour 
conference failed to break a deadlock between 
the company and striking workers. 

Governor Walter E. Edge signed an execu- 
tive order making State Labor Commissioner 
Harry C. Harper the “czar” of New Jersey 
gas production. The working shifts that went 
on duty at midnight went to work for Harper 
and the state of New Jersey, although their 
immediate bosses were still Public Service 
Corporation personnel. 


The workers were reported to have cheered 
when they heard the governor had formally 
signed an executive order taking over the in- 
dustry at the expiration of the deadline. The 
order was served on Public Service Electric & 
Gas officials at plants in Paterson, Passaic, 
Harrison, Trenton, Glassboro, Newark, Rari- 
tan Township, and Camden. Service also was 
made on officials of the 6 independent workers’ 
federations representing the 1,200 employees 
of the industry. 

Control of the gas works was returned of- 
ficially to Public Service by order of Governor 
Edge on April 9th, following ratification by 
employees of a wage adjustment. 


a 
New York 


Fare Resolution Withdrawn 


ty <= A. Hatt, borough president of 
Richmond, withdrew recently, “pending 
further conferences with Mayor O’Dwyer,” 
the 10-cent subway fare resolution submitted 
by him to the New York city board of esti- 
mate on March I4th. 

Mr. Hall’s announcement came soon after 
the committee of the whole of the board of 
estimate ended a 3-hour executive meeting at 
city hall. Mayor O’Dwyer and the other Demo- 
cratic members of the board declined to dis- 
cuss Mr. Hall’s announcement, but it was 
reliably reported that he decided to withdraw 
the higher-fare resolution after his colleagues 
had indicated that they would vote it down 
and would not agree to lay it over for consid- 
eration at some future meeting. 

The resolution called for a 10-cent fare on 
all transit lines owned and operated by the 
city, with free transfers for any single continu- 
ous trip. 

It also provided for a 10-cent fare on 
the Staten island ferries, with free transfers to 
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subways and certain bus lines. Another pro- 
vision called for retention of a 5-cent fare for 
school children traveling to and from school. 


Court Denies Plea for Inquiry 


HE court action designed to oust Michael 
J. Quill, international president of the 
Transport Workers Union, from the city coun- 
cil failed recently when Supreme Court Jus- 
tice Alfred V. Norton in Brooklyn denied the 
application of five taxpayers for a summary 
inquiry into the conduct of the labor leader. 
The court held that the papers filed did not 
meet “with the requirements” of the section of 
the city charter invoked by the petitioners. 
The action of the taxpayers was based on 
§ 889 of the city charter. It sought Mr. Quill’s 
removal, charging that he had violated his oath 
of office and his trusteeship of city property 
when he threatened the city with a transit 
strike. 
Joseph Goldstein, attorney for the suing tax- 
payers, indicated that he planned to press the 
issue. 
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Ohio 


Strike Voted 


wo groups of employees of the Columbus 
water, light, and sewage disposal plants 

on April 1st voted a strike for April 8th. 
Paul J. McCarthy, president of the Colum- 


bus Federation of Labor, reported that some 
500 employees, represented by three AFL affili- 
ates, previously had warned of a work holiday 
unless pay demands were met. 

The action followed the city council’s re- 
jection of 15 to 25 per cent pay boost. 


ee 
Oklahoma 


Power Rate Cut Studied 


HE state corporation commission and Okla- 
homa Gas & Electric Company are nego- 
tiating for material reduction in the company’s 
rates, effective J uly Ist, Reford Bond, chair- 
man of the commission, ‘announced recently. 
Bond said the negotiation for additional re- 
ductions will be delayed because of a refinanc- 
ing plan. 
The state commission and the company 
have been discussing since last October a plan 
under which the company’s 7 per cent preferred 


stock could be refinanced on a lower dividend 
basis, Bond said. 

Accordingly, he said, a plan was developed 
by which 6 shares of new $20 par value 4 per 
cent cumulative preferred stock would be ex- 
changed for the first 112,500 shares of old pre- 
ferred offered. The remaining 33,978 shares of 
old preferred not offered in the exchange would 
be called for redemption. 

“This refinancing plan has been studied and 
approved by the commission, the Arkansas 
Public Service Commission, and the Securities 
and Exchange Commission,” Bond said. 


Oregon 


PUD on Ballot 


PROPOSAL to create the North Lincoln Peo- 
ple’s Utility District, extending from 
Gleneden to Lincoln Beach, will be referred to 


the voters there at the primary election May 
17th, the state hydroelectric commission an- 
nounced recently. The district would include 
the communities of Ocean Lake, Nelscott, 
Kernville, Otis, Rose Lodge, and Delake. 


Pennsylvania 


Cut in Gas Rate Asked 


ye Philadelphia Gas Works Company “is 
making so much money that the time is 
near for a cut in gas rates,” Councilman Clar- 
ence K. Crossan told city council’s lighting 
committee recently. Top-heavy surpluses in the 
company’s treasury, if not used for a rate cut, 
ought to be turned over to the city, Crossan 
insisted. His comment followed the revelation 
that the PGW surplus —" year was $850,000. 

The lease of the city-owned gas plant to PGW 
limits the annual surplus to $250,000, he pointed 
out. 

Before the committee was an ordinance to 
allow the company to spend $1,500,000 this year 
to expand gas facilities, It was subsequently 
approved. In addition to the a surplus, 
PGW would advance $650. 

Hudson W. Reed, ate al of PGW, ex- 
plained that the new facilities were intended 
to equip 9,000 houses for gas heating. In 1939, 
when the lease took effect, only 5,000 homes 
were so equipped, Reed pointed out. Now, he 
said, 23,000 householders are using gas for 
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heating and 9,000 have asked to have gas heat 
installed. The additional sale of gas would add 
eo to PGW revenues this year, Reed ad- 
mitted. 


Moves to Take over Street Lights 


HE Pittsburgh city council has taken the 

first legislative step to take over the street- 
lighting system. A bill to authorize the letting 
of contracts for a 10-year period was intro- 
duced in the council on April Ist. 

Under its provision, the contracting com- 
pany, or companies, will operate the system for 
the 10-year period, and at the end of that time 
will turn it over free to the city. The amount 
of the contract, or contracts, will be large 
enough to provide for furnishing of power, 
maintenance, rental of conduits, replacement 
of equipment, and amortization of debt. 

James S. Devlin, public works director, said 
he estimated the contract for the 10-year period 
would amount to $7,500,000. The bill went to a 
committee for study. 

The service is provided by the Duquesne 
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Light Company at present. A New York firm 
was expected to bid on the maintenance. 


CIO Threatens Strike 
2 CIO Utility Workers of America on 


April 3rd served notice on the Pennsyl- 
vania Power & Light Company that it will call 
a strike in May if grievances, which accumu- 
lated in the last two months, are not adjusted. 

The new strike threat was the fourth in the 
past four months and came as the steering 
committee of the CIO group formally accepted 
the Employees’ Independent Association as the 
bargaining agent. 

The committee met in Lansford to act on a 
National Labor Relations Board decision cer- 
tifying the unaffiliated EIA as the bargaining 
agent for the 4,500 nonsupervisory workers at 
the PP&L plant. 

Joseph M. Walsh, Wilkes-Barre, regional di- 
rector in charge of the CIO organization cam- 
paign in the PP&L system, said that the CIO 
would continue its efforts to organize PP&L 
workers. Although the EIA was accepted as 
their bargaining agent, CIO members are un- 
der no obligations to join the independent 
group, Walsh declared. 

CIO union leaders said the new grievances 
resulted during the period when the employees 
had no actual union representation because of 
the jurisdictional dispute between the CIO and 
independent groups. They asked adjustment 
for the discharge of employees without vaca- 
tion credit ; demotion of thirty-five workers at 
the Harwood plant with a reduction in pay ; and 


reclassification to lower grades of returning 
veterans at the Hauto plant in Carbon county, 

The independent union started formal ne. 
gotiations for a new contract on April 3rd 
with a 25 per cent general wage increase as its 
principal demand. 

The utility company supplies electric power 
to all or part of the following 28 counties: 
Berks, Bucks, Carbon, Chester, Clifton, Co- 
lumbia, Cumberland, Dauphin, Juniata, Lacka- 
wanna, Lancaster, Lebanon, Lehigh, Lycom- 
ing, Luzerne, Montgomery, Monroe, Montour, 
Northampton, Northumberland, Perry, Pike, 
Schuylkill, Snyder, Susquehanna, Union, 
Wayne, York. 


Signs Pay Raise Agreement 


T= West Penn Power Company recently 
signed an agreement with representatives 
of its hourly paid employees which calls fora 
12-cent-per-hour wage increase. 

The settlement, reached between the firm and 
Local 102, CIO Utility Workers Union, also 
calls for a $20 per month raise for all salaried 
employees. 

The company said that 2,700 persons in 16 
western Pennsylvania counties would be af- 
fected by the agreement, and that the raises 
would apply to both union and nonunion work- 
ers in both hourly and salaried groups. 

The raise is in addition to an increase of 5 
cents an hour for hourly workers and $10 per 
month for salaried employees which was nego- 
tiated last October. 

The agreement will expire May 1, 1947. 


South Carolina 


Flat Rates Allowed 


er flat rate service for customers 
of the South Carolina Electric & Gas 
Company and the South Carolina Power Com- 
pany was made possible recently by a state 
public service commission order permitting the 
two companies to furnish unmetered electric 
service to customers until residential meters 
become available. 

The order, issued on April Ist, is in line with 
similar experiences in Georgia, Alabama, and 


Mississippi, Walter C. Herbert, director of the 
commission’s electrical utilities division, said. 
He pointed out that customers have increased 
approximately 100 per month, while strikes 
have retarded production of meters. It was be- 
lieved that meters will become available in 
about six weeks or two months. 

The temporary flat rates will be based on 
each company’s service classification of resi- 
dential service geared on an average monthly 
consumption of electric appliances, Herbert 
said. 


Virginia 


Power Strike Averted 


qa electric power strike was averted 
late on March 30th, less than eieht hours 
= 1,800 workers were to walk off their 
jobs. 

An agreement to arbitrate, signed by the 


Virginia Electric & Power Company and the 

AFL union, came out of day-long negotiations 
in Richmond, Virginia. The pact: . 

1. Avoided a black-out of most of Virginia, 
parts of West Virginia, and North Carolina. 

Halted an inevitable showdown between 

the union and Governor William M. Tuck’s un- 
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THE MARCH OF EVENTS 


precedented state militia draft, which called 
every eligible employee of the power company 
to active duty in the unorganized militia in 
event of a strike. 

3. Brought immediate action by Tuck to de- 
mobilize the militia which had been alerted for 
almost thirty hours. 

4. Left the International Brotherhood of 
Electrical Workers legal counsel still investi- 
gating possibility of an attack on the legality of 
the governor’s militia draft maneuver. 

The arbitration agreement would submit the 
disputed issue of retroactive pay to a 4-mem- 
ber board—two each from the company and 
the union. In event of a dispute, a fifth member 
will be named by the National Wage Stabiliza- 
tion Board of the Labor Department to break 
the tie. 

The board was to be instructed to fix the 
amount of retroactive pay by a formula based 
on each employee’s total earnings from April 


1, 1945, to March 31st, provided the figure is 
not less than 5 per cent offered by the compan 
nor more than 10 per cent of the employee's 
total wages demanded by the union. 

Governor Tuck subsequently indicated that 
he would ask the Virginia Advisory Legislative 
Council, as soon as it organizes, to make a 
study of possible legislation for the peaceful 
settlement of labor-management disputes in the 
field of essential public utilities, with the idea 
of averting any crisis like that which threat- 
ened the state when the strike of Virginia Elec- 
tric & Power Company employees loomed. 

He said he would ask the council to make a 
thorough study of the problem and report in 
time for its recommendations to be considered 
by the 1948 general assembly. The governor 
said any legislation planned should give full 
consideration to the rights of the workers and 
management as well as the paramount interest 
of the public. 


Washington 


Reports to Stockholders 


Au annual use of electricity by resi- 
dential and rural customers of Puget 
Sound Power & Light Company in western and 
central Washington reached an all-time high 
of 2,695 kilowatt hours in 1945, according to 
Frank McLaughlin, president, in the company’s 
annual report recently distributed to stock- 
holders. 

This was an increase of 12.8 per cent over 
1944, even though new appliances and equip- 
ment were unavailable. Domestic customers in 
the city of Seattle alone used an average of 
3,704 kilowatt hours last year, also a new high. 

The company’s average revenue from service 
to homes and farms was 1.64 cents per kilo- 
watt hour, or 4.7 per cent less than 1944. This 
represented a decline of 40 per cent under the 
average for 1935-1939, while “all items” in the 
family budget for the area have increased 32 
per cent during the period. 

“Notwithstanding the end of the wars in 
Europe and the Pacific during the past year 
and the consequent curtailment of war produc- 
tion, Puget Sound Power & Light Company in 
1945 supplied more kilowatt hours to more 
customers at lower rates than in any previous 
ue in its history,” Mr. McLaughlin said in 

is letter to stockholders. 

Evidences of continued growth are the in- 
creases shown for 1945 over 1944 of 7.7 per 
cent in operating revenues, 6.8 per cent in vol- 
ume of kilowatt hours sold, 12.1 per cent in 
kilowatts of peak demand, and 3.9 per cent in 
the number of electric customers served. 

Puget Power anticipates that construction re- 
qroments in 1946 will amount to about $4,- 
00,000, of which $4,000,000 is for the purpose 
of serving new customers and for improve- 
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ments and additions to the company’s systems. 


Test Suit Filed by PUD 


KaGit County Pustic Utiuity District No. 
1, chosen “parent” district by 14 other west- 
ern Washington PUD’s, instituted suit on 
March 29th to test legality of the ar 
$135,000,000 purchase of properties of the 
Puget Sound Power & Light Company. The 
step followed a vote by the district’s commis- 
sioners to issue and sell the bonds to the other 
PUD’s. 

The suit was a mandamus action by a ma- 
jority of the Skagit commissioners against 
their secretary, John Wylie, to compel him to 
sign such bonds, which he had refused to do. 
A hearing was set for April 5th but later post- 
poned to April 17th at the request of Corpo- 
ration Counsel A. C. Van Soelen of Seattle. 

Van Soelen, at the time the suit was filed, 
said he did not think Seattle would want to 
intervene in the suit, “because it doesn’t go 
into the merits of the purchase. It merely tests 
the power of one utility district to act in be- 
half of the other districts.” 

He later asked for the continuance to allow 
time for him to study the case. The city’s legal 
adviser commented that it appeared from the 
PUD’s statement that, if successful, the dis- 
trict would be in active competition with the 
city of Seattle and in the area served by it. 
He said Seattle now owns and operates its own 
electric system, and such competition would 
be unauthorized by law and therefore would be 
illegal. 

Appearing as another intervenor was W. E. 
Heidinger, representing the Weyerhaeuser 
Timber Company as a taxpayer and purchaser 
of power. 
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The Latest 
Utility Rulings 


Integration Provisions of Holding Company 
Act Sustained by Supreme Court 


TTACKS by the North American Com- 
pany upon the constitutionality of 
§ 11(b)(1) of the Holding Company 
Act, requiring disposition of security 
holdings and integration of activities, 
have been repulsed by the Supreme Court 
in a decision upholding the circuit court’s 
judgment in (1943) 47 PUR(NS) 6. 
The lower court had sustained the orders 
of the Securities and Exchange Commis- 
sion in simplification proceedings in 
(1942) 43 PUR(NS) 257. 

The North American Company, said 
the court, is clearly engaged in activities 
which bring it within the ambit of con- 
gressional authority. It is a typical utility 
holding company and is the pinnacle of 
a great pyramid of corporations, the ma- 
jority of which operate electric and gas 
utility properties. These properties are 
scattered throughout the United States, 
many of them serving large cities and 
contiguous territories. Electric energy is 
transmitted across state lines by numer- 
ous companies in the pyramid or system. 

The company claimed that its sole and 
continuous business had been that of ac- 
quiring, and holding for investment pur- 
poses, stocks and other securities of sub- 
sidiaries. Active intervention in the ac- 
tivities of these companies had been of a 
limited character. The parent company 
did not sell subsidiaries any supplies or 
engineering service. 

his lack of active intervention, said 
the court, was indecisive. It appeared to 
have resulted in large part from North 
American’s satisfaction with local man- 
agements and from the fact that local 
managements had often included men se- 
lected by or historically related to North 
American. Moreover, the holding com- 
pany has affirmatively participated in and 
dominated financing operations. 
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Ownership of securities, considered 
separately and abstractly, said the court, 
is not commerce. But when it is consid- 
ered in the context of public utility hold- 
ing companies and their subsidiaries, its 
relationship to interstate commerce is 
clear and definite. North American, it 
was pointed out, is more than a mere in- 
vestor. Its influence and domination per- 
meate the entire system and frequently 
evidence themselves in affirmative ways. 
The mails and the instrumentalities of in- 
terstate commerce are vital to the func- 
tioning of the system. 

Congress, said the court, may impose 
relevant conditions and requirements on 
those who use the channels of interstate 
commerce, in order that those channels 
will not become the means of promoting 
or spreading evil, whether of a physical, 
moral, or economic nature. The fact that 
an evil may involve a corporation’s finan- 
cial practices, its business structure, or 
its security portfolio does not detract 
from this power. 

The constitutionality of § 11(b)(1) 
had also been questioned from the stand- 
point of the due process clause of the 
Fifth Amendment. North American ar- 
gued that this section, by compelling it to 
divest itself of its scattered subsidiaries, 
involved a taking of property without 
just compensation. It also urged that such 
evils as were found to exist in holding 
companies find an adequate remedy in 
other sections of the act, and that § 11 
(b) (1) is therefore inappropriate. 

Neither contention was viewed by the 
court as meritorious. The fact that valu- 
able interests may be affected does not by 
itself render invalid under the due proc- 
ess clause a determination by Congress 
as to the necessity or appropriateness of 
its remedy. 
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A contention that the act was uncon- 
stitutional since none of the evils that led 
Congress to enact it were present in the 
North American system was also re- 
jected. 

The court said that if evils disclose 


7 


themselves which entitle Congress to leg- 
islate, Congress had power to legislate 
generally, unlimited by proof of the ex- 
istence of the evils in each particular sit- 
uation. North American Co. v. Securities 
and Exchange Commission. 


Commission Has Primary Jurisdiction over 
Granting Motor Carrier Certificate 


I* upholding an order granting a spe- 
cial permit for motor carrier service, 
the North Dakota Supreme Court con- 
sidered existing travel on the highways, 
increased maintenance cost of the high- 
way concerned, the adequacy of present 
facilities, and the convenience and neces- 
sity of the public as distinguished from 
that of an individual. 


Primary jurisdiction to determine 
whether an application for a common 
carrier permit should be granted was 
with the public service commission, the 
court held. If its findings are supported 
by a preponderance of the evidence, the 
court will not substitute its judgment for 
that of the commission. Re Hanson, 21 
NWéd 341. 


7 


Telephone Company Not Required to Recapture 


Instruments to Serve Applicants 


A= by an applicant for 
telephone service seeking damages 
because the company did not recapture 
residence extension telephones of exist- 
ing subscribers, in order to render serv- 
ice to the applicant, was dismissed by the 
New York Supreme Court. Damages 
were sought under a statutory provision 
for liability when a telephone company 
does anything prohibited or omits to do 
an act required by law or by order of the 
commission. 

No order of the commission was 
pleaded and no statute or common law of 
the state was relied on other than a pro- 
vision requiring telephone companies to 
furnish such instrumentalities and facili- 
ties as shall be adequate and prohibiting 
discrimination. The complaint, said the 
court, would stand or fall on the question 
of whether the failure to take steps to re- 
capture the instruments subjected those 
applying for service to unreasonable 
prejudice or disadvantage or deprived 
them of impartial service. 

An omission to do an act—namely, to 
recapture extension instruments—was 
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charged. But, the court continued, the 
performance of this act was not required 
to be done unless it was a necessary con- 
sequence of the prohibition against sub- 
jecting any person to prejudice or dis- 
advantage. The court continued: 


For two reasons it would appear that this 
is not the case—firstly, because the contem- 
plated recapture would require the with- 
drawal of service admittedly proper when 
provided, with the resulting necessity of de- 
cision at defendant’s peril in each instance 
whether the recapture did not in itself con- 
stitute a prejudice to the holder of the ex- 
tension, equal or greater than that to be suf- 
fered by the proposed applicant. No great 
ingenuity is needed to propose several in- 
stances where the recapture would effect the 
greater prejudice. Secondly, the enabling sec- 
tion (§ 93, Public Service Law) giving the 
cause of action contemplates the disobedience 
of a positive command or injunction. It 
would be rather unusual to interpret a statute 
penal in its nature as calling for action so 
remote from its context. 


Reference was made to a decision ren- 
dered several years ago that a natural gas 
company must accept as a customer any 
person whose premises are readily ac- 
cessible to the gas mains despite the fact 
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that the supply of gas is not sufficient to 
fill the needs of existing customers. The 
court said that even if this were now the 
law, it would be neither controlling nor 
even analogous to the situation here in- 
volved. All that the gas company was re- 
quired to do was to supply old and new 
customers without discrimination as long 
as its supply held out. The telephone com- 
pany was asked to decide whether facili- 
ties it had hitherto supplied to old cus- 


tomers should be removed for the use of 
new ones. This despite existing equities. 

In Leighton v. New York Teleph. Co, 
(1945) 60 PUR(NS) 209, a proceeding 
to compel the company to recapture ex- 
tension telephones and distribute them 
among persons without service had been 
dismissed. The same applicant was in- 
volved in that case as in this more recent 
case where he sought damages. Leigh- 
ton v. New York Telephone Co. 


v 


Natural Gas Rates Suspended and New Rates 
Prescribed by Federal Power Commission 


—— wholesale natural gas rate in- 
creases filed by the North Penn Gas 
Company and its wholly owned subsidi- 
ary, Allegany Gas Company, were sus- 
pended by the Federal Power Commis- 
sion on the ground that while the pro- 
posed rates would produce revenue about 
equal to the cost of service, they would 
result in undue and unlawful discrimina- 
tion because of a wide variation in cost to 
the interstate wholesale customers. The 
commission established new rate sched- 
ules which would provide approximately 
the same revenues as those proposed but 
without the discriminatory features, and 
directed the filing of new schedules. 

The pipe-line facilities of the two com- 
panies are interconnected at numerous 
points and are operated as a single sys- 
tem under one management. Both com- 
panies sell gas at wholesale and retail, 
and, therefore, the commission deemed 
it necessary to make an allocation of cost 
of service to segregate the cost of serving 
the jurisdictional business from the non- 
jurisdictional. Such an allocation, it said, 
would also serve as a guide in determin- 
ing the reasonable rates subject to its 
jurisdiction. 


The companies’ combined figures for 
original cost, depreciation and depletion, 
and working capital, after necessary ad- 
justments, were adopted for the purpose 
of testing the proposed rates only. From 
the claimed original cost of gas plant the 
commission deducted the unused portion 
of the manufactured gas plant and well 
construction expenditures which had been 
previously charged to operating expenses. 
The commission prescribed the follow- 
ing rates, saying: 

From the record and the suggestion in 
respondents’ brief, we determine that the fol- 
lowing rates are just and reasonable and are 
not unduly discriminatory : 


First 1,000 mcr per month at 44¢ per mcr. 
Next 44,000 mcr per month at 42¢ per mcr. 
All over 45,000 mcr per month at 40¢ per 
MCF. 


When these rates are applied to respond- 
ents’ sales of natural gas to the interstate 
wholesale customers during the twelve 
months ended November 30, 1944, they will 
provide revenues aggregating $736,997, which 
slightly exceeds the cost of service to the 
jurisdictional business. 


Re Allegany Gas Co. et al. (Docket Nos. 
G-597, G-598, Opinion No. 127). 


= 


Switching Service in Town Gives No 
Right to Duplicate Phone Service 


aw, by the Wisconsin Tele- 
phone Company to serve in a town 
where Ellington Farmers Telephone 
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Company was rendering service was dis- 
approved by the Wisconsin commission. 
The proposal had been made pursuant to 
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the provisions of the commission’s gen- 
eral order in Re Wisconsin State Teleph. 
Asso. (1942) 46 PUR(NS) 311. 

The purpose of that order, said the 
commission, was to define the territory 
in which the service of any utility could 
be furnished by it pursuant to waiver of 
objection by any utility operating in the 
same town, so that after filing a map and 
statement as prescribed by the order and 
approval thereof by the commission it 
would be possible for a telephone utility 
to render service to additional subscribers 
without going through all of the cum- 
bersome procedure previously followed 
pursuant to the requirements of § 196.50 
(2), Statutes. 

The proposal under consideration, said 
the commission, amounted to a proposal 
to duplicate most of the service of the 


Ellington Company. The Wisconsin 
Company did not serve subscribers of the 
Ellington Company, although it was fur- 
nishing switching service through the lat- 
ter company. The commission said : 


Certainly the fact that such switching serv- 
ice is given is not sufficient to authorize Wis- 
consin Telephone Company to extend its own 
service throughout the area of the telephone 
utility receiving that service. 

In the face of the objection by Ellington 
Farmers Telephone Company to the proposal 
of Wisconsin Telephone Company, as indi- 
cated by the map and statement as filed, we 
could not approve such map and statement 
otherwise than upon a showing that public 
convenience and necessity require the dupli- 
cation of service involved in the proposal as 
indicated. There is no such showing in the 
evidence. 


Re Wisconsin Telephone Co. (2-U- 
2103). 
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Race Discrimination by Railroad 
TS United States District Court, in 


ruling on charges of discrimination 
and embarrassing segregation of negro 
passengers on a southern railroad, held 
that a railroad company may segregate 
white and negro passengers (since Con- 
gress has not acted in this field) but that 
equal and adequate facilities must be 
available to both. 

The railroad regulations required that 
two groups of tables with curtains be set 
aside for negro passengers patronizing 
the dining car. However, if no Negroes 
presented themselves for service when 
the call for dinner was made, white pas- 
sengers would be seated at these tables. 
A Negro desiring dining-car service 
thereafter would not be served as long as 
one white person was seated at the cur- 
tained tables. The court found that such 


arrangement did not constitute equal and 
adequate facilities. 

To a defense presented by the railroad 
that the steward had offered to serve a 
Negro in his sleeper space, the court re- 
plied that service in sleeper space, how- 
ever adequate, is not the same as eating 
with other people in the usual setting. 
Discussing the complaint against the hu- 
miliation and embarrassment caused by 
the drawing of curtains around the tables 
used by Negroes, the court declared: 


Without minimizing the criticism directed 
at this feature of the service, we point out 
that the principle of segregation has been 
approved by the Supreme Court and that the 
method of carrying it into execution is for 
the commission to determine. 


ee v. United States, 63 F Supp 


z 
Assessment Upheld 


GAS utility unsuccessfully objected 
to a general assessment made 
against it by the Pennsylvania commis- 
sion on the ground that the statute au- 
thorizing the commission to make such 
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assessment was unconstitutional, and 
also that the assessment was unreason- 
able. In dismissing the first objection, the 
commission pointed to its lack of power 
to test the constitutionality of a statute 


APR. 25, 1946 








PUBLIC UTILITIES FORTNIGHTLY 


under which it received some of its 
powers. The commission held that the ob- 
jection of unreasonableness placed the 
burden of proof on the objector, and that, 


since no evidence was presented by the 
company in support of its contention, the 
standard of proof required had not been 
met. Re Pennsylvania Gas Co. 


2 


Other Important Rulings 


\ igeagcesnee Clark of the Califor- 
nia commission, in a case where the 
commission authorized the issue and sale 
of preferred stock and also the sale of ad- 
ditional common stock to present holders 
of outstanding common stock, questioned 
the propriety of selling the new common 
at a price below market quotations with- 
out competitive bidding. Re California 
Water Service Co. (Decision No. 38275, 
Application No. 26924). 


A telephone company was ordered by 
the Wisconsin commission to reéstablish 
service to a resident of a certain area 
upon a showing that he desired service 
and that the company had held out a will- 
ingness to serve that area, but Commis- 
sioner Bryan, in a separate concurring 
opinion, stated that the effect of the ma- 
jority opinion was that, if a given area is 
within the holding-out of the telephone 
company, any resident of that area may 
demand and receive service without any 
showing other than that he desires serv- 
ice. Such an effect, he feared, would make 
it possible for a telephone company to 
invade the territory of another with du- 
plicating lines contrary to the evident in- 
tent of the governing statutes. Re Wis- 
consin Telephone Co. (2-U-2110). 


The supreme court of Texas held that 
commission refusal to remove restric- 
tions from a motor carrier certificate was 
not objectionable as perpetuating a mo- 
nopoly on behalf of an existing motor 
carrier, in view of the commission’s au- 
thority to deny a certificate if it deems 
existing service reasonably adequate and 
in view of its power to authorize com- 
peting motor carrier service whenever 
public convenience and necessity warrant 


it. Railroad Commission et al. v. Metro 
Bus Lines, Inc. 191 SW2d 10. 


In denying a private carrier’s applica- 
tion for permission to operate as a com- 
mon carrier while returning from private 
carrier operations, the Washington De- 
partment of Transportation pointed out 
that the advantages gained by the private 
carrier in having a full load both ways 
would enable him to compete with com- 
mon carriers on better than even terms, 
with the effect of depriving the common 
carriers of revenue needed to sustain ade- 
quate service to the public. Re Gage 
(Hearing No. 3712, Order MB No. 
43915). 


The supreme court of Alabama upheld 
the right of a city to prevent taxicab op- 
eration within corporate limits without a 
municipal permit, holding that a city has 
authority to grant or withhold consent to 
operation and that city authorities have 
discretion to determine to what extent 
taxicab service is needed, on what streets 
taxicabs should be used, who should op- 
erate, and what conditions and restric- 
tions should be imposed. Bush v. City of 
Jasper, 24 So2d 543. 


The Pennsylvania commission, in 
denying approval of a township’s pur- 
chase of a private water company, ruled 
that before it could pass on the applica- 
tion it should consider whether the town- 
ship was empowered by law to purchase 
the waterworks of a private water com- 
pany. The disapproval was predicated 
upon the township’s lack of statutory au- 
thority to purchase the waterworks. Re 
Noxen Water Co. et al. (Application 
Docket No. 64233). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE KINGS COUNTY LIGHTING CO. 


NEW YORK PUBLIC SERVICE COMMISSION 


Re Kings County Lighting Company 


Case 12078 
February 5, 1946 


sarang for approval of reduction in capital and change in 

number of shares and types of capital stock and for approval 

of the issue of certain common and preferred stock; conclusions 
reached as to propriety of various proposals. 


Corporations, § 21 — Reorganization — Accounting agreement. 

1. A company, in order to obtain Commission approval of a reorganization 
plan involving reduction of capital stock account and a transfer of the 
net reduction to a subaccount of unearned surplus designated “Unearned 
surplus—special,” must submit a resolution adopted by the board of direc- 
tors agreeing to set aside in a special account an amount equal to the 
write-down in the stated capital of the company plus balances in earned 
and unearned surplus at the effective date of the plan, to be used solely 
for the purpose of making adjustments in its balance sheet accounts, 
p. 203. 

Accounting, § 56.2 — Stated value of common stock — Elimination of inflation. 
2. Good accounting would require that the entire stated value for common 
stock be eliminated from a balance sheet before any adjustment is made 
to par value of existing preferred stock, where the original common stock- 
holders made no contribution to the company either in cash or in property 
equivalent to the par value of the securities they received, with the result 
that a reduction in stated value as proposed in a reorganization is noth- 
ing more than the elimination of a part of the inflation which was created 
when the company was organized, p. 203. 


Accounting, § 10 — Deficit in depreciation reserve. 
3. A company proposing a reorganization involving accounting adjustments 
should charge against ““Unearned surplus—special” (a subaccount created 
for, and restricted to the purpose of, making adjustments in balance sheet 
accounts) the amount of deficiency in depreciation reserve, p. 209. 


Corporations, § 22 — Reorganization — Allocation to preferred stock. 

4. A proposed plan for allocation of capital between preferred stock and 
common stock in a financial reorganization is neither equitable nor wise 
from a financial viewpoint when preferred stockholders, who as a class 
have actually paid into the company over $4,400,000 and have been de- 
prived of dividends at the rates fixed when the stock was issued in the 
amount of about $630,000, are to receive no payment of any amount in 
cash to represent any part of the dividends in arrears and no reduction in 
the amount of preferred stock outstanding is proposed, p. 210. 


Corporations, § 22 — Reorganization — Allocation of new securities — Rights 
of preferred stockholders. 

5. A company proposing a financial reorganization is within its legal rights 
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in attempting to reduce interest rates on preferred stock, but in doing so 
it must follow the terms which it entered into when it made contracts 
with its preferred stockholders on the basis of which it obtained funds, 
p. 213. 


Dividends, § 1 — Payment before or after reorganization — Relative rights of 
stockholders. 
6. A reorganization should not be used to invalidate or impair the valid 
preferential claims of preferred stockholders by permitting present com- 
mon stockholders to obtain a substantial block of new stock before any 
dividend arrearages are paid to preferred stockholders, p. 214. 


Corporations, § 22 — Reorganization — Allocation of new stock. 

7. An apportionment of new common stock to various holders of present 
preferred stock, in a financial reorganization, on the basis of par value of 
the outstanding issues is open to criticism when it does not recognize the 
total claims of the various holders either in the case of voluntary or invol- 
untary dissolution of the company or in case the company were to call 
the outstanding preferred stocks and finance the payment by the issuance 
of new stock offered to the public through competitive bidding, p. 215. 


Security issues, § 49 — Reorganization plan — Income factor. 
8. The adequacy of income to support readjusted securities after a finan- 
cial reorganization must be considered: before authority is granted to issue 
any securities, as it is obviously not in the public interest to approve any 
issue if there is not reasonable expectation that interest or dividends there- 
on will be earned, p. 218. 


Accounting, § 29.1 — Reorganization expenses. 
9. Reasonable reorganization expenses applicable to a plan actually author- 
ized are a legitimate charge and may appear on the asset side of the balance 
sheet unless the company decides to write them off at once, p. 221. 


Accounting, § 56 — Elimination of inflation — Prior orders. 
10. Past actions of the Commission with respect to authorization of prop- 
erty acquisitions and issuance of securities are not a bar to the elimination, 
in a reorganization proceeding, of inflationary items in capital accounts, 
p. 222. 

Dividends, § 7 — Restriction — Provision for depreciation. 
11. An order permitting the issuance-of new securities under a reorgani- 
zation plan should clearly require that provision for adequate depreciation 
shall be made before the payment of interest or dividends, p. 222. 


Security issues, § 5.1 — Call premium — Reasonableness. 
12. A call premium of 10 per cent of par value of new preferred stock 
was held to be excessive but a premium not in excess of 5 per cent, with 
a provision that such premium should apply to the first five or ten years 
and thereafter be reduced to 3 per cent, was approved, p. 223. 


Accounting, § 31 — Property not used and useful. 
Discussion, in reorganization case before New York Commission, of the 
accounting for property not used and useful in the service of the public, 
p. 206 

Accounting, § 36 — Investments in associated companies. 
Discussion, in reorganization case before New York Commission, of at- 
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counting for investments in associated companies, where company provides 
a reserve equal to the deficit in subsidiary appliance corporation, p. 207. 
Security issues, § 109 — Dividend rate on preferred stock. 
Discussion by New York Commission, in case relating to financial reorgani- 
zation, of the proper dividend rate on preferred stocks, p. 211. 
Corporations, § 22 — Reorganization — Participation by common stockholders. 
Discussion by New York Commission, in case involving financial reorgani- 
zation, of the factors involved in determining the extent of participation 
by present holders of common stock, p. 212. 
Corporations, § 22 — Reorganization — Allocation of new stock. 


Discussion by New York Commission, in reorganization case, of the method 
of allocation of new common stock between present preferred stockholders, 


p. 217. 


APPEARANCES: Philip Halpern, 
Counsel (by Raymond J. McVeigh, 
Assistant Counsel) for the Public 
Service Commission; Charles G. 
Blakeslee, General Counsel, and EI- 
mer B. Sanford, General Attorney, 
Mineola, for Kings County Lighting 
Company; Andrew J. Gonnoud, 
Brooklyn, President, Kings County 
Lighting Company ; Levien, Singer & 
Newburger (by Herbert M. Singer), 
New York city, Attorneys, for 5 per 
cent and 7 per cent preferred stock- 
holders of Kings County Lighting 
Company; F. M. Chadbourne & Co. 
(by William H. Davis), Newark, N. 
]., representing a group of 5 per cent 
preferred stockholders; Harland A. 
Trax, Montclair, N. J., representing 
agroup of 5 per cent and 7 per cent 
preferred stockholders; Solomon 
Freedman, Philadelphia, Pa., Attor- 
ney, for Public Utilities Division, Se- 
curities and Exchange Commission; 
Ignatius M. Wilkinson, Corporation 
Counsel (by Harry Hertzoff, assist- 
ant Corporation Counsel), New York 
tity, for the city of New York; Wil- 
liam Rowe, Newark, New Jersey, at- 
torney, for Mr. Trax. 


Mattsiz, Chairman: In a petition 
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filed July 20, 1945, and amended 
August 22, 1945, Kings County 
Lighting Company requested the ap- 
proval of this Commission to a reor- 
ganization plan involving material 
changes in its capital structure and a 
substantial reduction in its capitaliza- 
tion. In order to accomplish the pro- 
posed capital revision, the company 
has asked the consent of the Commis- 
sion, as required by subdiv. 1 of § 38 
of the Stock Corporation Law, to 
the filing of an amended certificate of 
incorporation, and has requested au- 
thority under § 69 of the Public Serv- 
ice Law to issue 334,435.5 shares of 
common stock without par value, hav- 
ing a stated value for capital purposes 
of $10 per share, and 22,000 shares 
of 4 per cent preferred stock having a 
par value of $50 per share. 


The plan, which would become ef- 
fective upon the filing of the amended 
certificate of incorporation in the of- 
fice of the Secretary of State, provides 
for the following changes in the com- 
pany’s capitalization : 

1. The 50,000 shares of common 
stock, without par value, heretofore 
authorized and issued are to be con- 
verted into 30,000 shares of new com- 


62 PUR(NS) 








NEW YORK PUBLIC SERVICE COMMISSION 


mon stock, without par value, having 
a stated value for capital purposes of 
$10 per share. ; 

2. Certificates representing the 50,- 
000 shares of common stock, now is- 
sued and outstanding, are to be sur- 
rendered in exchange for certificates 
representing the 30,000 shares of new 
common stock at the rate of three- 
fifths (#) of one share of new stock 
for each share of old stock. 

3. To facilitate the exchange of 
shares of new preferred stock for old 
preferred stock and to avoid dealing 
in fractional shares, the company pro- 
poses to purchase in the open market 
and retire 36 shares of presently out- 
standing series B 7 per cent cumula- 
tive preferred stock, thereby reducing 
such outstanding stock to 17,871 
shares. This step has already been 
accomplished. 

4. The 20,964 authorized but un- 
issued shares of cumulative preferred 
stock, consisting of 2.093 shares of 
series B 7 per cent and 18,871 shares 
of series C 6 per cent, are to be 
changed into 320,000 shares of new 
common stock, without par value, 
having a stated value for capital pur- 
poses of $10 per share. 

5. The 44,000 previously author- 
ized and issued shares of cumulative 
preferred stock are to be changed into 
22,000 shares of new 4 per cent pre- 
ferred stock having a par value of $50 
per share. The certificates represent- 
ing the 44,000 shares of outstanding 
preferred stock are to be surrendered 
and exchanged for certificates repre- 
senting 22,000 shares of new 4 per 
cent preferred stock at the rate of one 
(1) shares of new for two (2) shares 
of the old. 

6. Simultaneously with the sur- 


62 PUR(NS) 


render and exchange of the cumulative 
preferred stock (item 5), the com- 
pany proposes to issue and deliver 
304,435.5 shares of the new common 
stock to the holders of the present 
outstanding preferred stock (after re- 
tiring 36 shares of series B 7 per cent 


stock) at the following rates: 
Preferred Stock New Common 
Number of 
Shares to 
Be Issued 


Shares Now Rate of 


Outstanding Issuance 


17,871 74 for 1 
1,129 7 for 1 
25,000 64 for 1 


44,000 


It is intended that the issuance and 
delivery of certificates representing 
new 4 per cent preferred stock and 
new common stock to the holders of 
the present cumulative preferred stock 
will be made in consideration of and 
substitution for all of the rights of the 
present cumulative preferred stock, in- 
cluding all rights in respect of divi- 
dends accrued and unpaid thereon. 

7. The surplus resulting from this 
reduction in capital ($1,966,935) is 
to be transferred to an unearned sur- 
plus—special account and used solely 
for the purpose of making such ad- 
justments in the books of account as 
“may be specified by the board of di- 
rectors and approved by the Public 
Service Commission,” and “not for 
the payment of dividends on any class 
of stock.” 

To effect the changes just outlined, 
the Commission has been requested 
to indorse its consent and approval 
upon the executed original “Certifi- 
cate of Amendment to the Certificate 
of Incorporation” of the Kings Coun- 
ty Lighting Company which is a pre 
requisite under § 38 of the Stock 
Corporation Law to the filing there- 


Series 


B 7% 
C 6% 
D 5% 


Total 
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of with the Secretary of State. The 
Commission has been requested also 
to authorize, under § 69 of the Pub- 
lic Service Law, the issuance of 334,- 
435.5 shares of common stock, having 
a stated value for capital purposes of 
$10 per share, and 22,000 shares of 
4 per cent preferred stock with a par 
value of $50 per share, and is asked 
to issue such further order or orders 
it deems appropriate or necessary in 
the premises. 

According to the petition, the prin- 
cipal reasons for the proposed revi- 
sion of the company’s capitalization 
are: (1) to permit the company to set 
up reserves and to make accounting 
adjustments in conformity with the 
regulations and determinations of the 
Commission with respect to the com- 
pany’s depreciation and other reserves 
when and if it is determined that ad- 
ditional amounts should be set aside 
in such reserve accounts; (2) to fair- 
ly and equitably distribute the voting 
power between the various classes of 


Stock 


Common—$40 per share stated value 
50,000. shares 
Preferred—$100 ‘per share par value 
Series B 7%, 17,871 shares 
Series C 6%, 1,129 shares 
Premium 





Series D 5%, 25,000 shares 
Total 


In addition, 293 shares of series B 
7 per cent cumulative preferred stock 
having a par value of $29,300 were 
reacquired during 1944 and 1945. Of 
this total, 257 shares were canceled 
as of May 31, 1944, and 36 shares as 
of July 31, 1945. The purchase of 
these 36 shares created an unearned 
surplus of $631.05 and effected a re- 
duction: of $512.40 in dividend ar- 
rearages on the date the stock was 
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stockholders; and (3) to enable the 
company to pay dividends out of its 
earnings to the holders of its pre- 
ferred stock after the proposed plan 
becomes effective. 


Present Capitalization 


Under its present certificate of in- 
corporation, the Kings County Light- 
ing Company is authorized to issue 
115,000 shares of capital stock con- 
sisting of the following: 


Common stock—no par value, stated value 


$40 per share 
50,000 shares 


Conner preferred stock—$100 par value 


20,000 shares—Series B 7% 
20,000 shares—Series C 6% 
25,000 shares—Series D 5% 


The capital stock of the company 
actually issued and outstanding as of 
September 30, 1945, the amounts at 
which such stocks were reflected in 
the company’s balance sheet on that 
date and the relationship of each to 
the total capital stock of the company 
were as follows: 





Stated Value Per cent of Total 
acacaccseceses $2,000,000 31.20 
nywans oye he eee 1,787,100 27.87 
abvsccteconbts 124,190 1.94 
anki nap ange ne 2,500,000 38.99 
ifeasicaicleaies $6,411,290 "100.00 


canceled. - The cancellation of this 
stock as a part of the proposed capital 
revision plan will permit the unearned 
surplus, which arose in connection 
with this transaction, to be used for 
the purposes specified in the amended 
certificate of incorporation. 

The voting control of Kings Coun- 
ty Lighting Company is vested at 
present in the 50,000 outstanding 
shares of no-par value common stock, 
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all of which, except 1,132 shares, 
were owned by the Long Island Light- 
ing Company as of September 30, 
1945. The holders of the various 


series of cumulative preferred stock 
have no voice or vote in the manage- 
ment of the company no matter how 
long their dividends are in arrears. 


Common Stock 

Although the common stock has 
been carried upon the balance sheet 
at $2,000,000 since the company was 
organized in 1904, it seems that such 
stock never represented property 
equivalent to its par or stated value. 
When the Kings County Lighting 
Company was incorporated on May 
25, 1904, its authorized capital was 
$2,000,000 consisting of 20,000 shares 
of common stock having a par value 
of $100 each. All of this stock, to- 
gether with $1,112,000 principal 
amount of first refunding mortgage 
bonds, were issued in exchange for 
the capital stock of the Kings Coun- 
ty Gas and Illuminating Company. 
This latter company had been incor- 
porated on December 18, 1889, and 
on the day before it was merged in- 
to the Kings County Lighting Com- 
pany (June 30, 1904), it had out- 
standing $1,000,000 in capital stock 
and $1,000,000 in funded debt. At 
the same date the property and im- 
provements of the company were 
shown on its balance sheet at $2,441,- 
997.40, and the current liabilities ex- 
ceeded the current assets by $40,826.- 
68. 

The reasonableness of the reported 
balance for the property and improve- 
ments of the Kings County Gas and 
Illuminating Company has been ques- 
tioned upon numerous occasions. 
Nearly thirty-five years ago, the Com- 
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mission adopted a memorandum in 
which the validity of this balance was 
analyzed and discussed. The conclu- 
sion reached in that memorandum 
was that “it would appear from the 
details here cited that the surplus 
shown on the closing balance sheet is 
largely fictitious, and also that the 
fixed capital account is unreliable and 
evidently too large.” Mayhew v. 
Kings County Lighting Co. (1911) 
2 PSCR (1st Dist NY) 659, 669. 

Again in a rate proceeding about 
twenty-five years after the foregoing 
memorandum was adopted (Citizens 
Committee v. Kings County Lighting 
Co. 1 NY PSCR 1937, 374), it was 
claimed that $500,000 of the amount 
shown for plant and improvements 
represented stock issued by Kings 
County Gas and Illuminating Com- 
pany for services in financing and 
originally organizing that company. 
In that same proceeding, it was also 
asserted that an additional amount 
of $161,665 represented expenditures 
incurred for miscellaneous intangible 
capital. However, both of these items 
were disallowed as elements of prop- 
erty cost in arriving at a rate base 
upon which the company was entitled 
to earn a return. 

This question was considered again 
in the memorandum adopted by the 
Commission on April 12, 1945 in Case 
10358, 58 PUR(NS) 129. There 
it was pointed out that the property 
account was inflated by over $1,000,- 
000 in 1892 when the original plant 
was constructed. At that time secu- 
rities having a par value and face 
value of $1,549,700 ($550,000 of 
bonds and $999,700 of common stock) 
were turned over to the contractor 
for property having an estimated orig- 
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inal cost of about $515,000. Subse- 
quent to this date the property ac- 
count was further inflated and on the 
date of the merger it amounted to 
about $1,200,000. It is evident, 
therefore, that even the common stock 
of the Kings County Gas and Illumi- 
nating Company, which was acquired 
by the Kings County Lighting Com- 
pany, was not represented by prop- 
erty of real value. 

Nevertheless, when the certificate 
of merger was filed on July 1, 1904, 
the Kings County Lighting Company 
entered $4,482,936.97 on its books 
for the property and improvements 
acquired from the Kings County Gas 
and Illuminating Company. This is 
$2,040,939.57 more than the amount 
at which the predecessor company 
had carried its fixed capital. Thus, 
overnight the already inflated book 
figure for the property involved in 
the merger was written up by over 
$2,000,000 and the securities out- 
standing against such property were 
more than doubled. From these facts, 
it is apparent that Kings County 
Lighting Company did not receive 
property or money equivalent to the 
par value of the common stock when 
it was originally issued. In other 
words, the original holders of Kings 
County Lighting Company common 
stock received stock having a par 
value of $2,000,000 without making 
any contribution whatsoever for such 
securities. 


The par value and number of shares 
of common stock were changed on 
November 23, 1923, when Kings 
County Lighting Company amended 
its certificate of incorporation and ex- 
changed the 20,000 outstanding shares 
of $100 par value stock for 50,000 


shares of no par having a stated value » 
for capital purposes of $40 per share. 
The aggregate stated value of $2,000,- 
000 remained unaltered and since that 
date no further changes have been 
made in the status of this stock. 


Dividends on Common Stock 

The dividends paid by Kings Coun- 
ty Lighting Company on its common 
stock are of considerable interest, par- 
ticularly in view of the fact that divi- 
dends are in arrears on the preferred 
stock to the extent of about $630,000 
at the end of 1945. Since the com- 
pany was incorporated in 1904, it has 
declared and paid dividends on this 
stock aggregating $4,895,000, all of 
which were declared prior to 1937. 
This amount is equvalent to an aver- 
age annual rate of over 74 per cent 
on the par or stated value of the stock 
for the period prior to 1937. In fact, 
the holders of the common stock of 
this company, for which no money or 
property was contributed when the 
stock was originally issued, have re- 
ceived dividends equivalent to near- 
ly two and one-half times the par or 
stated value of the stock. The divi- 
dends paid in each year and the an- 
nual rates are set forth in Table 1. 

There is one other observation that 
should be made in connection with the 
payment of common stock dividends. 
On December 31, 1935, just prior to 
the discontinuance of these dividends, 
the Commission found that the balance 
in the depreciation reserve (then 
known as “retirement reserve”) was 
deficient by nearly $2,000,000 (Citi- 
zens Committee v. Kings County 
Lighting Co. 1 NY PSCR 1937, 374). 
This deficiency had been accumulating 
since December 31, 1910, at least, 
when the Commission first fixed the 
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depreciation in the property of the 
company at $415,198, compared with 
the book reserve at the same date of 
only $40,928. However, the defi- 
ciency grew quite rapidly during the 
period when the company was paying 
dividends at the rates of 12} and 15 
per cent on its common stock. 


TABLE 1 
Common Stock Dividends Declared and Paid, 
1904-1945 
Per cent of Par 
Year Amount or Stated Value 
1904 (July . 


2 
43 
6 
6 
6 
6 
52 
6% 
6 
1 
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Although the company had a sur- 
plus of over $2,800,000 at December 
31, 1935, which was sufficient to ab- 
sorb the deficiency in the reserve, it 
should be remembered that the Com- 
mission’s findings of original cost at 
that date were over $3,500,000 less 
than the reported book cost of the 
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property. If this impairment were 
eliminated, the existing surplus would 
have become a deficit of nearly $700,- 
000, and to absorb this deficit as well 
as the deficiency in the reserve would 
have required about $2,700,000 of ad- 
ditional surplus. This means, of 
course, that if the company’s accounts 
had been maintained on a sound and 
proper basis prior to January 1, 1936, 
it could not have declared and paid 
the dividends shown in Table 1. Its 
real earnings would have been about 
$2,700,000 less than the reported 
amount for the period, and if all sur- 
plus earnings, after providing for pre- 
ferred stock, had been paid to the 
common stockholders they would have 
received dividends of about $1,800, 
000 to January 1, 1936, rather than 
$4,595,000 as shown in Table 1. 


Preferred Stock 

The different series of cumulative 
preferred stock now outstanding have 
been issued at various times since 
1923 under orders authorized by this 
Commission. The holders of these 
stocks are entitledto receive cumula- 
tive dividends at the respective rates 
payable quarterly before dividends are 
declared or paid on the common stock. 
In the case of liquidation or dissolu- 
tion of the company, they are entitled 
to be paid in full before any amount 
ts paid to the common stockholders. 
In the event the assets are not suf- 
ficient to pay the amounts to which 
these holders are entitled, the amount 
contributable to the holders of all 
series must be apportioned among 
them ratably in proportion to the 
amounts to which they are entitled in 
accordance with the provisions of the 
certificate of incorporation. They do 
not have any preémptive right to sub- 
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scribe for any issue of stock, have no 
voting power or voice in the manage- 
ment and are not entitled to notice of 
any stockholders’ meeting except in 
statutory proceedings. These pre- 
ferred stocks are subject to redemp- 
tion in whole or in part at any time 
after their issuance at 115 per cent of 
par value plus all accumulated and 
unpaid dividends for the series B 7 
per cent and 110 per cent of the par 
value plus all accumulated and unpaid 
dividends for series C 6 per cent and 
series D 5 per cent. 

Under the company plan, the divi- 
dends accrued but undeclared and un- 
paid on the outstanding preferred 
stocks amounting to $565,116.20 as 
of September 30, 1945, and $629,333.- 
95 as of December .31, 1945, are to 
be eliminated and abolished upon fil- 
ing the amended certificate of incor- 
poration. It is intended that the is- 
suance and delivery of certificates rep- 
resenting shares of new 4 per cent 
preferred stock and new common stock 
as provided in the proposed plan are 


Stock 
Common: 
To holders of present common 
To holders of present cumulative preferred 
Series B 7% 
Series C 6% 
Series D 5% 


4% Preferred: 
To holders of present cumulative preferred 
Series B 7% 
Series C 6% 
Series D 5% 


As indicated by this tabulation, the 
present outstanding 50,000 shares of 
common stock having a stated value of 
$40 each would be replaced by 334,- 
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to be made in consideration of and 
substitution for all rights of each share 
of each series of present preferred 
stock, “including all rights in respect 
of dividends accrued and unpaid there- 
on.” 


Proposed Capitalization 


Under the amended certificate of 
incorporation, Kings County Light- 
ing Company would be authorized to 
issue 372,000 shares of capital stock 
consisting of 350,000 shares of no 
par value common, having a stated 
value of $10 per share for capital pur- 
poses, and 22,000 shares of 4 per cent 
preferred with a par value of $50 each. 
If the plan as proposed were to be- 
come effective, the number of shares 
of each class of stock which would 
actually be outstanding, the amount 
at which each class would be reflected 
on the balance sheet of the company, 
and the relationship of the stated or 
par value to the total proposed capital 
of the company would be as fol- 
lows : 


Stated or Par Value 
Amount Per 


$300,000 6.75 

1,340,325 30.16 
79,030 
1,625,000 
$3,344,355 


Shares 




















$446,775 
28,225 
625,000 


$1,100,000 
356,435.5 $4,444,355 


435.5 shares of new no par value stock 
with a stated value for capital pur- 
poses of $10 each (total $3,344,355). 
This change would be effected by hav- 
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ing the existing common stockholders 
exchange their certificates represent- 
ing 50,000 shares of old stock for 
certificates representing 30,000 shares 
of new stock. This one step means 
that the present common stockholders 
would surrender $1,700,000 or 85 
per cent of the stated value of their 
holdings and the company’s capitaliza- 
tion reduced accordingly. But the 
ultimate result of the proposed plan 
would be to increase the stated value 
of the common stock—not decrease 
it. 

The plan provides for changing 20,- 
964 previously authorized but unis- 
sued shares of preferred stock into 
320,000 shares of new common stock, 
and to issue 304,435.5 shares to the 
holders of the various series of pre- 
ferred stocks now outstanding at the 
rates previously pointed out herein. 
The issuance of this stock will provide 
an additional $3,044,355 of capitaliza- 
tion through common stock. Thus, 
the total stated value of the new com- 
mon stock amounting to $3,344,355 
would exceed the stated value of the 
presently outstanding common stock 
by $1,344,355 and would represent 
over 75 per cent of the company’s 
total capital compared with the pres- 
ent ratio of about 31 per cent. 

The plan would also reduce the 44,- 
000 outstanding shares of preferred 


Aggregate 
Par Value 
$1,787,100 

112,900 


2,500,000 


stock consisting of three different 
series to 22,000 shares of one series 
by exchanging two shares of the ex- 
isting stock for one share of new 
stock. This contemplated change to- 
gether with a reduction in the par 
value from $100 to $50 would result 
in decreasing the capital value of the 
preferred stock from $4,400,000 to 
$1,100,000. This is a reduction of 
$3,300,000, or 75 per cent in the com- 
pany’s present capitalization repre- 
sented by preferred stock. Further- 
more, if the proposed plan were ap- 
proved, the preferred stock would 
represent less than 25 per cent of the 
company’s total outstanding capital 
whereas it is now nearly 69 per cent. 
In addition, the company proposes to 
transfer to unearned surplus the pre- 
mium received on the outstanding 
series C 6 per cent stock. 

While it appears from this analysis 
that the preferred stockholders are 
surrendering $3,300,000 of value in 
their present holdings and are receiving 
common stock with a stated value of 
$3,044,355, thereby relinquishing 
capital value to the extent of $355,645, 
they are actually giving up a much 
larger stake. For example, their in- 
terests in the company as of Septem- 
ber 30, 1945, nominally amounted to 
$4,965,116.20 consisting of the fol- 
lowing elements: 


Dividend Arrearages 
Amount Per Share 
$275,213.40 $15.40 
14,902.80 13.20 
275,000.00 11.00 2,775,000.00 


Total 


$2,062,313.40 
127,802.80 





If the proposed plan had become 
effective as of the same date, they 
would have received securities having 
a capital value of $4,144,355 made up 
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$565,116.20 $4,965,116.20 


of 22,000 shares of 4 per cent pre- 
ferred stock with an aggregate par 
value of $1,100,000 and 304,435.5 
shares of new common stock with a 
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total stated value of $3,044,355. In 
other words, the present preferred 
stockholders would relinquish their 
right to $820,761.20 and in return 
would receive control of the company 
since they would hold over 91 per 
cent of the new voting common stock, 
if the plan were to be approved as 
proposed. 

The preferences, privileges, and 
voting powers of the new preferred 
stock are quite different from the 
present outstanding series, particular- 
ly with respect to voting. The pres- 
ent preferred stockholders have no 
voice or vote in the management of 
the company under any circumstances, 
regardless of the amount of accumu- 
lated dividends in arrears. Holders 
of the new 4 per cent preferred stock, 
however, would be entitled to elect 
the minimum number of directors nec- 
essary to constitute a majority of the 
board at a special meeting of the stock- 
holders to be called for that purpose 
within sixty days after the fourth of 
four full quarterly dividends on such 
stock shall have fallen in arrears. 
They may continue to vote at subse- 
quent annual meetings until all divi- 
dends in arrears have been paid or de- 
clared and set aside for payment, 
when this right would cease, subject 
to revival upon recurrence of de- 
fault. 


The new preferred stock would be 
redeemable at the option of the com- 
pany at any time on thirty days’ no- 
tice at a price of $55 per share plus 
accumulated dividends; and in the 
event of voluntary or involuntary liq- 
uidation of the company, it would 
be entitled to receive par ($50) 
plus accumulated dividends. Shares 
redeemed at the option of the com- 


pany would be held as authorized 
but unissued, and could be reis- 
sued. 


Reduction in Capitalization 


[1, 2] If the reorganization plan 
were approved, the capital stock ac- 
counts would be reduced by $1,966,- 
935 (see Table 2, infra). This re- 
duction would consist of an increase in 
the stated value of common stock of 
$1,344,355, a decrease in the par value 
of preferred stock of $3,300,000, and 
the elimination of premiums and as- 
sessments on the preferred stock 
amounting to $11,290. The net re- 
duction would be transferred to a sub- 
account of unearned surplus designated 
as “Unearned surplus-special” and, 
together with other unearned and 
earned surplus existing at the effective 
date of the plan, would be available 
according to Art 14 of the amended 
certificate of incorporation for the 
following purpose : 

“Any surplus resulting from the 
reduction in capital shall be trans- 
ferred to a special reserve (unearned 
surplus) and used solely for the pur- 
pose of making such adjustments in 
its books of account as, from time to 
time, may be specified by the board of 
directors and approved by the Public 
Service Commission of the state of 
New York and the Securities and Ex- 
change Commission and not for the 
payment of dividends on any class 
of stock.” 

In connection with the “Unearned 
surplus—special,” it should be pointed 
out that the company has not sub- 
mitted a resolution adopted by the 
board of directors agreeing to set 
aside in a special account an amount 
equal to the write-down in the stated 
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capital of the company plus the bal- 
ances in earned and unearned surplus 
at the effective date of the plan to be 
used solely for the purpose of making 
adjustments in its balance sheet ac- 
counts. This is a procedure which 
has been adopted by the Commission 
in similar proceedings involving oth- 
er utilities and would be required in 
this case before approval is granted to 
any reorganization plan. 

Under the proposed plan, the “con- 
tributions” made by the various class- 
es of stockholders toward the reduc- 
tion of $1,966,935 in the outstanding 
securities would be as follows: 


-+ $1,700,000 


Present common stockholders .. 
Present preferred stockholders 
Series B 7% 


It should never be forgotten that the 
preferred stockholders would also 
surrender claims for dividend arrear- 
ages of about $630,000 as of the end 
of 1945. 

From this summary, it might ap- 
pear that the present common stock- 
holders are contributing over 86 per 
cent of the proposed reduction in the 


company’s capital value. However, 
this is not a contribution in reality. 
As previously pointed out, the orig- 
inal common stockholders made no 
contribution to the company either in 
cash or in property equivalent to the 
par value of the securities they re- 
ceived. Therefore, the proposed re- 
duction in the stated value of the ex- 
isting common stock is nothing more 
than the elimination of a part of the 
inflation which was created when the 
company was organized. As a mat- 
ter of fact, good accounting would re- 
quire that the entire $2,000,000 of 
stated value for the common stock be 
eliminated from the balance sheet be- 
fore any adjustment is made to the 
par value of the existing preferred 
stock. 


Balance Sheet 


The effect of the proposed recapital- 
ization on the balance sheet accounts 
of the company as of September 30, 
1945, is shown in Table 2. The re- 
ported or book balance for each ac- 
count is set forth in the tabulation, 
then the adjustments necessary to 
give effect to the proposed plan are 
shown, and finally the adjusted or 
pro forma balances are reflected. 


TABLE 2 
Balance Sheet, September 30, 1945 


Assets and Other Debits 


Gas plant in service 
Construction work in progress 
Gas plant held for future use 


Per Books 
$11,569,581.51 


Adjustments to 
Give Effect to 
Proposed Pian Pro forma 

$11,569,581.51 

24,371.70 


24,371.70 
2,154.33 


2,154.33 





Total gas utility plant 


$11,596,107.54 





$11,596,107.54 














Other physical property 
Investments in associated companies 
Other investments 

Miscellaneous special funds 


$163,071.26 
391,000.00 


$163,071.26 
391,000.00 
90.00 


90.00 
16,947.51 








Total investment and fund accounts ... 


$571,108.77 











62 PUR(NS) 


204 








vever, 
eality. 
orig- 
le no 
ler in 
o the 
y fe- 
d re- 
ie ex- 
more 
f the 


mat- 


» the 
rred 


vital- 
unts 


RE KINGS COUNTY LIGHTING CO. 


Cash ‘ spastic StEssedvorsduninntig 
Specia — évecses 

Working UNE: kciupanee ¥eecunencs om 
Accounts receivable 
Receivables from associated companies .... 
Rents receivable 
Accrued utility revenues .... 
Materials and supplies ...... 
Prepayments 


Total current and accrued assets ...... 


ee eee eee eee eee eee ee) 






eee eee eee ee eee eee eee eee eee) 


Preliminary survey and investigation charges 
Clearing accounts 
Retirement work in progress .........0e0. 
Other deferred debits ..........cececeeees 


Total deferred debits ..........sce0e- 


Capital stock expense .......cceeceeeeees 
Total assets and other debits ........ 


Liabilities and Other Credits 
Common capital stock 
Preferred Ge WOE, Ac cove veicnccaenes 
Premiums and assessments on capital stock 


eee eee eee eee eeeeee 


Total: Cnettnd BOG cccccccciviccsccées 
Long-term RS” 0s cnovdecesecescecnubess 


Accounts payable 
Payables to associated companies ........ 
Dividends declared 
Matured long term debt ........cseeeeees 
a "== ore ne 
Customers’ deposits 
Taxes accrued 
Jaterest WORE 006 oddus ond obecdecedenees 
Other current and accrued liabilities ...... 


eee ee eee eee eee ee) 


eee eee ee eee eeeeee 


eee eee eee eee eee eee eee 


Total current and accrued liabilities .. 


Unamortized premium on debt ........... 
Customers’ advances for construction ..... 
Other deferred credits ......ccseeceeeeess 


Total deferred credits .........se0e0- 


Reserve for depreciation of gas plant ..... 
eserve for uncollectable accounts ....... 
Injuries and damages reserve .....+++0++s 
Other reserves ....cccccccccccccccccesees 


Total reserves ...ccccccccccccccecess 
Unearned surplus 
Unearned surplus—special 
Earned: stir Q8Gs «ic oc ccccccucscevavcvespss 


eee eee eee eeeeee 


Total surplus 


wee e eee eee eee ee eee eee) 


Total liabilities and other credits. . 


Cr = Credit 




















































































































$697,801.28 
988.50 ei 385,988.50 
505.00 e 9,505.00 
sa 232,912.95 
936.34 pe 936.34 
92.00 x 92.00 
123,889.26 123,889.26 
268,063.47 268,063.47 
13,355.73 13,355.73 
$1,732,544.53 $1,732,544.53 
$1,207.45 $1,207.45 
4,148.52 4,148.52 
2,508.41 2,508.41 
58,097.17 58,097.17 
$65,961.55 $65,961.55 
$244,840.02 $244,840.02Cr 
$14,210,562.41 $244,840.02Cr  $13,965,722.39 
$2,000,000.00 $1,344,355.00Cr $3,344,355.00 
4,400,000.00 ,300,000.00Dr 1,100,000.00 
11,290.00 11,290.00Dr ee 
$6,411,290.00 $1,966,935.00Dr $4,444,355.00 
$4,200,000.00 $4,200,000.00 
$103,582.58 $103,582.58 
3,113.24 3,113.24 
161.00 . 161.00 
380,100.00 380,100.00 
4,727.50 4,727.50 
726,519.88 726,519.88 
108,649.54 108,649.54 
59,970.80 59,970.80 
51,367.62 51,367.62 
$1,438,192.16 $1,438,192.16 
$69, 720: 00 $69, 720.09 00 
86, A a 86,198.47 
$155,996.95 $155,996.95 
$1, 616, 935.03 $1,616,935.03 
9,746.23 19,746.23 
2 307.99 32,307.99 
108,951.12 108,951.12 
$1,777,940.37 $1,777,940.37 
$8,930.43 $8,930.43Dr Se 
2 1,949,237.91Cr $1,949,237.91 
218,212.50 218,212.50Dr # 
$227,142.93 $1,722,094.98Cr $1,949,237.91 
$14,210,562.41 $244,840.02Dr  $13,965,722.39 
Dr = Debit 
205 62 PUR(NS) 





NEW YORK PUBLIC SERVICE COMMISSION 


TABLE 2—Continued 
Dividends in arrears on preferred stock: 


Series B 7% 
Series C 6% 
Series D 5% 


As indicated in Table 2, the only 
adjustment to the company’s asset 
accounts would be the elimination of 
the capital stock expense applicable to 
the stocks that are to be replaced and 
which would be written off against 
the existing earned surplus. Of course, 
the company will incur certain ex- 
penses in connection with the new 
stocks that are to be issued and such 
costs would be included in the capital 
stock expense account after they have 
been approved by the Commission. 

The stated and par value of capital 
stock, including premiums and assess- 
ments, would be reduced from $6,411,- 
290 to $4,444,355 in the manner in- 
dicated in Table 2. After transfer- 
ring the reduction of $1,966,935 to 
“Unearned surplus-special’” this bal- 
ance would be increased by the ex- 
isting unearned surplus of $8,930.43 
and decreased by the resultant deficit 
in earned surplus of $26,627.52 
(earned surplus of $218,212.50 less 
capital stock expense of $244,840.02). 
The resultant ‘“Unearned surplus- 
special” of $1,949,237.91 would then 
become available for adjustments to 
the company’s balance sheet. Is this 
sufficient ? 


Adequacy of “Unearned surplus-spe- 
cial” 
In a recent proceeding (Case 10358) 


58 PUR(NS) 129, involving the 
books and records of the Kings Coun- 
ty Lighting Company and a deter- 
mination of the original cost of the 
property and depreciation existing 
thereon, the balance sheet accounts 
62 PUR(NS) 


as of December 31, 1943, were ex- 
amined and reported on by the staff 
of the Commission. After hearings 
had been held in that proceeding, at 
which time the results of the staff's 
investigations were presented and the 
company afforded an opportunity to 
submit testimony and evidence on all 
matters pertinent to the proceeding, an 
order was adopted by the Commission 
directing the company to adjust its 
accounts in accordance with a memo- 
randum approved on the same date. 
It was then pointed out that although 
the adjustments which the company 
accepted and entered in its books con- 
formed the accounts in many respects 
to the requirements of the uniform sys- 
tem of accounts, the balance in the 
depreciation reserve was deficient and 
that consideration had not been given 
to the real value of the investment 
and fund accounts at the end of 1943. 
It is necessary, therefore, to examine 
each of these items and determine 
whether the “Unearned surplus-spe- 
cial” of $1,949,237.91 is sufficient. 


Other Physical Property 

Property owned by Kings County 
Lighting Company, not used and use- 
ful in the service of the public as of 
September 30, 1945, appears on the 
balance sheet in the account “other 
physical property” at $163,071.26 
(Table 2, supra). This amount is 
made up of $159,501.51 for the orig- 
inal cost of five parcels of land, four 
of which are separate and distinct 
parcels and one a part of the gas 
plant land, and $3,569.75 for the orig- 
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inal cost of a portion of the dock lo- 
cated at the plant. Some of this 
property has been leased in the past 
(the revenues for the year ended 
September 30, 1945, amounted to 
$2,315.05) but the earnings were in- 


ere ex- 

he staff im sufficient to pay the taxes assessed, 
earings jm the other operating costs incurred 
ling, at and provide a return. 

. staff's All of this property, except one par- 


and the | ce! of land, has been owned by Kings 
nity to | County Lighting Company for some 
> on all @ time. The parcel adjacent to the gas 


plant was acquired by the predecessor 
company prior to 1900 when the orig- 
inal plant was built. According to 
Mr. Gonnoud, another parcel was ac- 
quired in 1925 or 1926 for a future 
holder site although no definite plan 
has yet been prepared for the use of 
this parcel. The third parcel was ob- 
tained in 1938 in exchange for an 
isolated piece of property owned by 


ling, an 
mission 
just its 
memo- 
ie date. 
Ithough 
ompany 
ks con- 
respects 
rm sys- 


in the | the company. This parcel, which is 
ent and @ Contiguous to the present holder site, 
n given jj Was acquired to protect the company’s 


holder situation. The two remaining 


estment 
f 1943, | parcels, which are located directly 
xamine across from the present plant, were 


acquired in 1890 when the present 
holder site was purchased. These are 
not used in the company’s operations 
and according to Mr. Gonnoud could 
be sold. 


Under the requirements of the pres- 
ent uniform system of accounts, prop- 
erty in the service of the public on 
January 1, 1938, that becomes not 
used and useful must be transferred to 
the account “other physical property” 
at present value. However, this 
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cient. 
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1938 in exchange for other land never 
has been in the service of the public. 
But since the amount shown on the 
balance sheet for this property is its 
cost and not its present value, and 
since the company is not earning a re- 
turn on this property, the question is 
raised whether present value is less 
than cost and to what extent it is 
necessary to provide for the impair- 
ment in this proposed capital revision 
plan. 

As no evidence was presented on 
the present value of this property, 
other data must be examined. Ac- 
cording to the company’s annual re- 
port for 1944, the real estate taxes 
charged for non-used and useful prop- 
erty amounted to $12,599.84. On the 
basis of a $2.90 tax rate, the indicated 
assessed value for this property is 
over $430,000 or nearly three times 
the original cost. While assessed 
value does not necessarily represent 
present value, it seems that the asset 
account, “other physical property,” 
was not impaired as of September 30, 
1945. What should be done with this 
land, in view of the large arrearages 
in the dividends on the preferred 
stock, is a matter discussed later here- 
in. 


Investments in Associated Com- 

panies 

“Investments in associated com- 
panies” with a balance of $391,000 
as of September 30, 1945, consists of 
an investment of $1,000 in the stock 
of a wholly owned subsidiary, Kings 
Appliance Corporation, and $390,000 
for cash advances to the subsidiary on 
which the Kings County Lighting 
Company has received no interest for 
several years. 
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In determining whether this asset is 
impaired, consideration must be given 
to the liability account “Other re- 
serves” with a balance of $108,951.12 
as of September 30, 1945. This re- 
serve has been accumulated by Kings 
County Lighting Company through 
charges against its earned surplus and 
at the end of each year the balance is 
adjusted to the deficit appearing on the 
books of the Kings Appliance Cor- 
poration. In other words, the net 
value of this investment ($282,048.- 
88) represents the book value of the 
Kings Appliance Corporation busi- 
ness and gives consideration to what- 
ever impairment exists provided the 
net assets of the Appliance Corpora- 
tion are reflected at their real value. 

An examination of the balance 


sheet of the Kings Appliance Corpora- 
tion as of September 30, 1945, shows 


that its net assets (not including ad- 
vances made by Kings County Light- 
ing Company) amounted to $282,- 
200.90. This is approximately $150 
more than the carrying value on the 
balance sheet of the parent company 
for this investment and represents the 
additional deficit incurred during the 
first nine months operations in 1945. 
The principal assets of the Appliance 
Corporation were cash and United 
States government bonds amounting 
to $244,798.92 or about 87 per cent 
of the total. Net balances due from 
customers were approximately $22,- 
000. The corporation has invested 
nearly $18,000 in appliances and the 
book value of the property devoted to 
the business was approximately $2,- 
500. The amount due creditors of the 
orporation exceeded other current 
assets by about $4,500. 

It might be claimed that since 
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Kings County Lighting Company 
has received no return on this invest- 
ment in recent years, the carrying 
value should be reduced to a nominal 
amount. However, the analysis of 
the Appliance Corporation’s balance 
sheet does not support such a claim. 
If the assets of the corporation were 
liquidated, Kings County Lighting 
Company would doubtless receive all 
or nearly all of the carrying value of 
its investment. Furthermore, if 
Kings County Lighting Company 
continues to provide a reserve equal 
to the deficit of the Appliance Cor- 
poration, it does not appear neces- 
sary to provide for additional impair- 
ment in this asset. Even if the Appli- 
ance Corporation were to charge in- 
come with interest on the advances 
made by Kings County Lighting 
Company, its deficit for the year 
would be that much more unless 
operations became more profitable. 
Its cash would be reduced by an 
equivalent amount if the interest were 
paid, or if not paid its liabilities would 
be increased. On the books of the 
Kings County Lighting Company, 
this interest would be entered as in- 
come but under present accounting 
procedure the surplus of the latter 
company would not be increased be- 
cause an amount equal to the addi- 
tional deficit would be transferred 
therefrom to the account “Other re- 
serves.” Thus, the net carrying 
value of the investment on the bal- 
ance sheet of the Kings County Light- 
ing Company would continue to re- 
flect the book value of the business 
owned and operated by the Kings 
Appliance Corporation. 

From these data, it appears that the 
accounting procedure followed by 
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Kings County Lighting Company re- 
sults in reflecting the approximate 
value of the investment of the Kings 
Appliance Corporation, and present 
conditions do not now require making 
further provision for any additional 
impairment in this asset in the pro- 
posed capital revision plan. 
Depreciation Reserve 

[3] In the memorandum adopted 
by the Commission in the prior rate 
case (Citizens Committee v. Kings 
County Lighting Co. 1 NY PSCR 
1937, 374), it was shown that the 
balance in the depreciation reserve 
(then called “retirement reserve’’) 
was nearly $2,000,000 less than the 
depreciation actually existing in the 
property as of December 31, 1935. In 
the recent accounts proceeding (Case 
10358), 58 PUR(NS) 129, it was 
stated again that the book reserve as 
of December 31, 1943, was still de- 
ficient by about $2,000,000; the com- 
pany having failed to make up any 
part of the deficiency during the inter- 
vening 8-year period. One of the 
reasons now advanced for the approv- 
al of the proposed plan is that it will 
permit the company to set up reserves 
in conformity with the requirements 
and determinations of the Commis- 
sion particularly with respect to its de- 
preciation reserve when and if it is 
determined that additional amounts 
should be set aside in such re- 
serve. 

The only evidence offered on this 
subject in the present proceeding was 
that submitted by Mr. Willard F. 
Hine, consulting valuation engineer, 
to the Commission, who presented an 
estimate of the depreciation actually 
existing in the property of the com- 
pany as of June 30, 1945. Mr. Hine’s 
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estimate was based on the age-life or 
straight-line group method after mak- 
ing a personal examination of the 
company’s physical property. His es- 
timate of existing depreciation was 
determined by using estimated aver- 
age service lives and estimated sal- 
vage for the various types of property 
based on his examination of and 
familiarity with the property over a 
number of years. He also took into 
consideration as an aid to his judg- 
ment the results of mortality studies 
that he had been able to make of cer- 
tain classes of property. He found 
the depreciation existing in the prop- 
erty as of June 30, 1945, to be $3,- 
499,560.85 applicable to the different 
groups of property accounts as fol- 
lows: 


Gas plant in service ........... $3,497,137.51 
Plant held for future use ...... 1,077.16 
Other physical property ....... 1,346.18 

TN. ic ckastenacdesunnee $3,499,560.85 


These estimates were not contested 
by the company or by any other party 
to the proceeding. Mr. Hine was 
not cross-examined and the company 
offered no evidence on this subject. 
As a matter of fact, the company 
adopted Mr. Hine’s figures in prepar- 
ing a pro forma balance sheet as of 
September 30, 1945. Bringing Mr. 
Hine’s figures forward by using his 
estimates of annual depreciation re- 
quirements for the property, the de- 
preciation on plant in service would 
be $3,527,041.23 on September 30, 
1945. This amount is $1,910,106.20 
in excess of the balance in the reserve 
at that date and should be charged 
against “unearned  surplus-special.” 
The company failed to include in its 
pro forma statement depreciation on 
plant held for future use and deprecia- 
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tion on other physical property. To 
reflect these two reserves also, the 
total charges against “unearned sur- 


Reserve for depreciation of: 
Gas plant in service 
Plant held for future use 
Other physical property 


The examination of other asset and 
liability accounts does not disclose 
any additional existing impairments 
or deficiencies. If the company were 
to restate its accounts as of Septem- 
ber 30, 1945, and if it were to absorb 
the deficiency in the depreciation re- 
serves by a transfer from “unearned 
surplus-special,” the balance in the 
latter account shown in Table 2 
(supra) would be reduced to $36,674.- 
34. 

Distribution of Capitalization 


After making the adjustments 
necessary to restate correctly the ac- 
counts of the Kings County Lighting 
Company as of September 30, 1945, 
one finds that its net assets against 
which securities might be issued 
would be $8,681,029.34 computed as 
follows : 


Total assets after eliminating 
capita! stock expenses per- 
taining to stock that is to 
be replaced (Table 2) .... $13,965,722.39 


Deductions : 
Current and accrued liabili- 
ties $1,438,192.16 
Deferred credits 155,996.95 
Adjusted depreciation 
3,690,503.94 


other reserves 
$5,284,693.05 


$8,681 ,029.34 
In the above, no recognition is given 
to the arrearages in unpaid dividends 


on the preferred stock which amount- 
ed to $565,116.20 as of September 30, 


Total deductions 


Net assets 


plus-special” would be $1,912,563.57 
as of September 30, 1945, made up as 
follows : 


Actual 
Depreciation 


$3,527,041.23 
1,098.70 


Book Balance 


$1,616,935.03 


Deficiency 
$1,910, 106.20 
1,098.70 
1,358.67 1,358.67 





$3,529,498.60 $1,616,935.03 - $1,912,563.57 


1945, and will be about $700,000 on 
April 1, 1946. On the other hand, 
no recognition is given to the amount 
which might be realized if the land 
not used and useful in the service of 
the public and not required in the im- 
mediate future were to be sold. No 
definite amount can be determined 
from the record, as the land has not 
been sold and there is not even any 
testimony as to its market value. 
Both of these elements must be con- 
sidered in a final determination. 


Bonds 

The company has outstanding $,- 
200,000 principal amount of first 
mortgage bonds, 34 per cent series of 
1975, which were authorized by or- 
der of this Commission, dated August 
7, 1945. These bonds were sold at a 
premium at open competitive bidding 
and should not be disturbed in any 
financial reorganization. They repre- 
sent 48.4 per cent of the company’s 
net assets. Deducting $4,200,000 
from the total net assets leaves $4,- 
481,029.34 for other purposes, and 
the first element to be considered is 
the amount of preferred stock to be is- 
sued to the present holders of pre- 
ferred stock. 


Preferred Stock 

[4] Mr. Gonnoud, president of the 
company, was questioned as to the 
proposed allocation of capital between 
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preferred stock and common stock. 
He was unable to give a satisfactory 
explanation as to how $1,100,000 for 
preferred stock and $3,344,355 for 
common stock were determined. One 
of the reasons advanced by Mr. Gon- 
noud for this distribution was his 
anxiety to keep the interest of the 
present common stockholders below 
10 per cent in the new capitalization. 
He did admit on cross-examination 
that an ideal capital structure for the 
company would be attained if the 
amount of preferred stock were 
doubled. If this change were made, 
the total securities issued as proposed 
by the company would be: 


Per cent 
of Total 
48.6 
25.4 
26.0 


100.0 


Par or Stated 


Security Value 


Bonds 
Preferred stock 
Common stock 


The preferred stockholders as a 
class actually paid into the company 
over $4,400,000 and as of January 1, 
1946, had been deprived of dividends 
at the rates fixed when the preferred 
stock was issued in the amount of 
about $630,000—a total of over $5,- 
030,000. No payment of any amount 
in cash to represent any part of the 
dividends in arrears or the reduction 
in the amount of preferred stock out- 
standing is proposed. 

The plan is neither equitable nor 
wise from a financial viewpoint. The 
amount of preferred should be in- 
creased to $2,200,000. The company 
could well support such an issue. The 
annual dividend rate on the present 
preferred stock is $256,871. The an- 
nual dividends on $2,200,000 of 4 per 
cent preferred stock would be $88,- 
000—about one third of the present 
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requirement. The exchange could 
easily be made if the par value of the 
new preferred stock were made $50 as 
suggested, as there would then be the 
same number of shares outstanding 
as at present and each holder would 
receive one share of new stock for 
each share that he now holds. If it 
were decided to reduce the number of 
shares to 22,000 and increase the par 
value of the new stock to $100 per 
share, each holder of two shares of 
the present stock would receive one 
share of the new. There would prob- 
ably be few instances in which script 
or part shares would need to be issued 
because any holder has an odd number 
of shares. This plan of distribution 
follows the proposal and no objection 
was registered in the record because 
of the varying call premiums and div- 
idend rates applicable to the three 
series. 

Whether the preferred stockholders 
would be satisfied with a preferred 
stock bearing a 4 per cent dividend 
rate and whether such stock when is- 
sued would have a market value of at 
least par cannot be determined from 
the testimony of record. Preferred 
stocks of sound electric companies 
have recently been sold to yield in- 
vestors considerably less than 4 per 
cent and in the present market many 
preferred stocks are being traded in at 
prices which yield considerably less 
than a 4 per cent return. The 
Brooklyn Borough Gas Company re- 
cently offered preferred stock to its 
preferred stockholders on a 4.4 per 
cent basis and the issue was greatly 
oversubscribed indicating that the rate 
was in excess of the market. If the 
company in a new proposal suggests a 
4 per cent dividend rate and the tes- 
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timony then offered indicates this is 
acceptable to the present preferred 
stockholders generally, there will seem 
to be no basis upon which the sugges- 
tion should be altered. However, 
this phase of the reorganization de- 
pends somewhat upon the amount and 
disposition of the new common stock, 
the rights granted the holders and 
particularly upon the extent to which 
the present common stock is recog- 
nized. 


Common Stock 

The plan before the Commission 
provides for the issuance of 334,4354 
shares of no-par common stock to 
have a stated value of $10 per share 
($3,344,355 total stated value), of 
which 304,4354 shares are to be dis- 
tributed among the preferred stock- 
holders in the ratios heretofore de- 
scribed and 30,000 shares ($300,000 
stated value or nearly 9 per cent) to 
be allotted to the present holders of 
the common stock. 

The discussion of this phase of the 
plan revolves about three points: (1) 
To what extent should the present 
common stockholders share in the 
new common stock to be issued which 
will be the only voting stock of the 
company (except if dividends on the 
preferred stock are not paid). (2) 
The amount of common stock that 
should be authorized by the Commis- 
sion. (3) The basis of distribution 
between the three classes of holders of 
the present preferred stock. In order 
to dispose of these questions, let us 
first review the relative claims of the 
preferred stockholders and the com- 
mon stockholders, each as a class. 


As stated, the preferred stockhold- 


ers at the time of issue paid into the 
company over $4,400,000 (including 
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premiums $4,411,290, see Table 2), 
They have failed to receive dividends 
at the rates specified in the issues up 
to January 1, 1946 of about $630,000. 
By the time this reorganization is 
completed, another quarterly dividend 
will doubtless have accrued and the 
total dividends in arrears as of April 
1, 1946 will be nearly $700,000. 
Thus, on the basis of money actually 
contributed and accrued dividends 
unpaid, the preferred stockholders 
will have claims against the company 
totaling about $5,100,000. If we de- 
duct the preferred stock which an 
amended plan should provide for at 
the par value of $2,200,000, the re- 
maining claims become about $2,900,- 
000. 

The net assets as of September 30, 
1945, were $8,681,029. Deducting 
therefrom the face value of the bonds 
outstanding ($4,200,000) and the par 
value of the preferred stock as herein 
proposed ($2,200,000), there would 
remain $2,281,000 in round figures. 
This is some $630,000 below the in- 
vestment of the preferred stockhold- 
ers plus accrued dividends to April 1, 
1946. 

But as of April 1, 1946, there 
should be added to the assets as of 
September 30, 1945, the income of the 
company for six months after pay- 
ment of interest and other charges in- 
cluding a proper depreciation reserve 
allowance. There are, of course, no 
exact figures available for this period 
but as will appear subsequently, the 
income statement of the company for 
the year ended September 30, 1945, 
indicates a net income for that period 
on the basis just suggested of about 
$285,000 (Table 3 infra). It would 
seem that if we were to add about 
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$200,000 for the current six months, 
the estimate would be approximately 
wrrect but possibly on the high side. 
This amount is at least $420,000 less 
fan the total claims of the preferred 
stockholders and leaves no margin 
yhatever to represent any equity of 
fhe common stockholders. Attention 
should again be called to the fact that 
hese figures do not reflect any funds 
io be obtained by the sale of assets in 
acess Of the book costs. The only 
wich source seems to be the sale of 
hnd and the proftt from such sale 
would have to exceed $420,000. 
This would mean that if all the non- 
weful land were sold, the price would 
ned to exceed $580,000. If the com- 
pany retained land for a holder site, 
the price on the other land would need 
to exceed $500,000 or over five times 
its cost. There are no data in the 
record to indicate such prices can be 
realized. 


If anyone suggests that the com- 
pany’s balance sheet could be im- 
proved through a liquidation of the 
Appliance Corporation, it should be 
stated that while the company might 
improve its cash position, it would not 
improve its balance sheet or add to 
the assets back of the securities to be 
issued. If the Appliance Corporation 
were to be closed out and if the figure 
at which it is being carried on the 
books of the Kings County Lighting 
Company were realized, the increase 
in cash might be utilized to reduce the 
amount of dividends in arrears on the 
preferred stock; but payment of such 
dividends would merely reduce the 
amount of securities that could be is- 
sued and would not improve the 
financial status of the company from 
the present viewpoint. This subject 
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is discussed in this 
memorandum. 

There is another viewpoint to be 
considered. Under the terms upon 
which the present preferred stocks 
were issued, the company has the right 
to call any and all series at any time; 
but if it does so, it must pay a premi- 
um of 15 per cent on series B (7 per 
cent), and 10 per cent on series C 
(6 per cent), and series D (5 per 
cent) issues. These premiums total 
$529,355 and they must be paid in ad- 
dition to the par value of the stock 
and the accrued dividends. Thus, if 
the company had recourse to this pro- 
cedure as of April 1, 1946, it would 
have to raise about $5,630,000 in cash 
and the claim of the common stock- 
holders for any recognition in a 
proper financial reorganization would 
be even less justifiable. 

[5] There is still a third possible 
view to be taken. In the claims of 
the preferred stockholders that have 
thus far been considered, recognition 
has been given to all of the dividends 
which have not been paid at the rates 
which the preferred stock bears. The 
three series bear rates of 7, 6, and 5 
per cent, respectively. The 6 per cent 
series is a relatively small issue and 
over one-half of the total of all issues 
was raised on a 5 per cent basis, some- 
what less than one-half on a 7 per cent 
basis. These rates are much higher 
than the present market would justify 
and the company is quite within its 
legal rights in a financial reorganiza- 
tion in attempting to reduce them ; but 
in doing so it must follow the terms 
which it entered into when it made 
contracts with its preferred stockhold- 
ers on the basis of which it obtained 
funds. Under the terms of the issues, 
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there is no way whereby the company 
can readjust its preferred stock except 
through calling the stocks under the 
terms of the issues and the payment of 
the 15 and 10 per cent premiums plus 
arrearages of dividends or through 
bankruptcy proceedings. 

Upon the other hand, the common 
stock represents no investment in the 
company. It came into existence 
through corporate manipulations al- 
ready described, and the holders have 
received in dividends nearly two and 
a half times the stated value of the 
stock which, to repeat, represents no 
original investment upon their part; 
and dividends of 15 per cent were paid 
annually from 1929-1936 inclusive, 
right in the worst depression this 
country has ever experienced. 

No explanation or justification of 
the plan which gives the common 
stockholders $300,000 of stated value 
of common stock has been offered. 
One must use imagination and con- 
jecture in attempting to find a basis. 
The only one which has occurred to 
us is that someone has imagined that 
in the determination of rates the Pub- 
lic Service Commission will allow this 
company to collect from the public in 
- the future, rates in excess of the 
amount reasonably required to pay 
operating expenses, depreciation, 
taxes, interest on bonds, dividends on 
preferred stock and dividends on com- 
mon stock sufficient to attract capital. 
Perhaps this imaginary condition may 
prove to be an actuality in the future, 
but is it a proper basis for capitaliza- 
tion of a company passing through 
financial reconstruction? Is not such 
a theory far worse than those which 
were dominant in the twenties when 
the companies capitalized not only an- 
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ticipated inefficient regulation but the 
ability to sell inflated securities to in. 
nocent purchasers? 


Immediate Payment of Dividends 

[6] Certain preferred stockholders 
have urged that as the company had 
on September 30, 1945, nearly $700, 
000 in cash and as this amount wil 
have increased during the months that 
have passed since that date because no 
dividends are being paid and the in- 
terest on the bonds has been material- 
ly reduced since last summer, a sub- 
stantial payment should be made to 
the preferred stockholders before the 
new company is brought into being 
It is obvious from what is said here- 
in that the company cannot be reor- 
ganized on a basis which will be ap 
proved by the Commission for several 
weeks and if no dividends are paid ur- 
til the company is reorganized, the 
preferred stockholders will be com- 
pelled to wait longer for financial re 
lief. It is natural, therefore, that they 
should ask that they receive some of 
the dividends of which they have been 
deprived and that they should be paid 
in a form which will not result in the 
abnormal income taxes which accrue 
when interest or dividends are paid at 
one time which should have been 
spread over a long period. However, 
there are certain considerations which 
render the course difficult. 

In the first place, in view of the 
findings made herein and in other 
cases, the company cannot now legally 
pay any dividends. The balance sheet 
as of September 30, 1945, shows an 
earned surplus of $218,212.50 and an 
unearned surplus of $8,930.43. If 
these were real surpluses dividends 
could be paid, but due to the com- 
pany’s failure to provide adequately 
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for depreciation in the past and due to 
the law which prohibits the payment 
of dividends unless earned, the com- 
pany cannot declare any dividends un- 
til its balance sheet has been reconsti- 
tuted and a real surplus created. 

This could be brought about by the 
reduction of the stated value of the 
capital stock and by the creation of a 
surplus through such _ reduction. 
Whether by this process the amounts 
paid to the preferred stockholders 
could be classified as returned capital 
or as dividends is a question which 
we need not undertake to solve, but 
the result would be that the preferred 
stockholders could obtain an appre- 
ciable amount of money provided the 
cash on hand is not needed for other 
purposes. Of course, if the nonuseful 
land is so valuable, cash could be ob- 
tained through its sale in an appre- 
ciable amount. 

Mr. Freddo, comptroller of the 
company, objected to the payment. of 
any dividends or of any sums to the 
preferred stockholders on the ground 
that the money is needed in large part 
for additions and betterments. His 
testimony did not seem very convinc- 
ing and it is to be noted in this con- 
nection that since September 30, 
1945, the amount of cash in the treas- 
ury of the company has been steadily 
increasing and could be increased fur- 
ther through the sale of real estate. 
However, it would be premature to 
decide what cash may be available 
until we are nearer the date of reor- 
ganization. 


There is one important phase of the 
disbursement of cash to the present 


preferred stockholders which should ~ 


be noted and it explains in part the 
opposition which the present company 
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has indicated to any payment before 
fhe company is reconstituted. If all 
of the common stock of the new com- 
pany is distributed to the present pre- 
ferred stockholders on an equitable 
basis, it will not matter from the point 
of view of such stockholders whether 
payments are made before or after re- 
organization, except possibly from a 
tax viewpoint. But if a part of the 
new common stock, say 10 per cent 
(the company’s plan provides for 
about 9 per cent), is allotted to the 
present common stockholders, 10 per 
cent of any payment made after the 
company is reorganized will go to the 
present common stockholders; where- 
as any payment made before reorgan- 
ization must go in its entirety to the 
present preferred stockholders under 
the terms of their issues. Hence, it 
is greatly in the interest of the pres- 
ent common stockholders to obtain a 
substantial block of the new stock and 
to defer any payment until the com- 
pany is reorganized. While this at- 
titude may easily be comprehended, it 
is not an equitable one and should not 
be recognized by this Commission to 
any degree. The preferred stock- 
holders have valid preferential claims 
in the distribution of any assets now* 
or in the immediate future and any 
reorganization of the company should 
not be used to invalidate or impair 
that obligation. 


Allocation of Common Stock 
[7] Passing now to consider the 
basis upon which the new common 
stock should be apportioned to the 
various holders of the present pre- 
ferred, three bases suggest them- 
selves : 
(1) Par value of the outstanding 
issues. 
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(2) Par value plus dividends in 
arrears to the date of reorganization, 
say April 1, 1946. 

(3) Par value plus redemption 
premiums plus arrearages. 

The first is used in the proposed 
plan for the apportionment of the pre- 
ferred stock. It is open to the criti- 
cism that it does not recognize the 
total claims of the various holders 
either in the case of voluntary or in- 
voluntary dissolution of the company 
or in case the company were to call the 
outstanding preferred stocks and 
finance the payment by the issuance of 
new stock offered to the public 
through competitive bidding. What- 
ever may be the justification of par 
value for the allotment of $2,200,000 
in new preferred stock, it hardly 
seems a reasonable basis for the allot- 
ment of the common stock: Its prin- 


cipal advantage is that it is simple, 
easily understood, and easily execut- 
ed. 


As between the other two plans, it 
is obvious that if redemption premi- 
ums are taken into account, stock- 
holders of series B will obtain a rela- 
tively larger proportion, because series 
B redemption premiums are figured at 

«15 per cent, whereas in series C and D 

they are figured at 10 per cent. Fur- 
ther, while the period for which divi- 
dends are in arrears is the same for 
all of the classes, the arrearages are 
computed at 7, 6, and 5 per cent and 
thus increase the dollars per share in 
the case of series B compared with 
series C or D. 

If the outstanding preferred stock 
were to be called, there is no question 
as to the basis of allocation. If the 
company were dissolved, either vol- 
untarily or involuntarily, there is like- 
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wise no question. However, the com. 
pany is not to be dissolved and the 
outstanding stock is not to be called, 

In order to determine the amount 
of new common stock that should be 
assigned to the holders of the differ. 
ent series of preferred stock, it would 
be necessary to know the total num- 
ber of shares to be issued, the stated 
value of such shares and the necessity 
of further adjustments. These 
amounts cannot now be accurately 
determined because the revised plan 
will need to be approved by the stock- 
holders of the company and, as indi- 
cated by the foregoing discussion, the 
stated value of the stock can only be 
determined when a balance sheet is 
available for the date as of which the 
reorganization is to become effective. 
For the purpose of discussion, I have 
used as of April 1, 1946, for net as- 
sets back of the new common stock 
approximately $2,480,000, allowing 
an increase in assets since September 
30, 1945, of approximately $200,000. 


This figure will continue to be used, 
but it should be kept in mind that it 
will not be the exact figure as of April 
1, 1946, and even if it is approximate- 
ly correct, there are no data available 
from which the form of such net as- 
sets can now be determined. For ex- 
ample, in all probability, some of the 
cash on hand September 30, 1945, 
will be translated into other assets and 
the current assets and liabilities as of 
April 1, 1946, will certainly differ 
from those reported as of last Septem- 
ber 30th. 

If we assume that the new common 
stock is to consist of 44,000 shares 
having a stated-value of $2,200,000, 
or $50 per share, with assumed net 
assets of $2,480,000, this program 
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would leave $280,000 for other cor- 
porate purposes. 

Upon the basis of par value, the 
present preferred stockholders would 
receive one share of new preferred 
stock (par value $50) and one share 
of new common stock (stated value 
$50 per share). But as indicated in 


the preceding discussion such an allo- 
cation is not considered fair or rea- 
sonable as a final solution. 


Present Preferred 


Dividend 
Arrearages 
$337,761.90 

18,289.80 

337, 500.00 


Par Value 


In the following statement, it has 
been assumed that the allocation be- 
tween the three series would be made 
on the basis of par value plus dividend 
arrearages. It appears that if 44,000 
shares were to be apportioned to the 
present preferred stockholders on that 
basis, they would receive a varying 
number of shares of the new common 
stock. The ratios are shown in the 
last column. 

Stockholders’ Claims 
Ratio to 


Shares of Present 
New Common Holdings 
18,355.35 
1,133.27 
24,511.38 


Total 
$2,124,861.90 
131,189.80 
2,837,500.00 





$693,551.70 


Upon the basis of par value plus re- 
demption premiums plus dividend 
Present Preferred 


Dividend 
Par Value Arrearages 
$1,787,100.00 
C 6% ..-- 112,900.00 
D5% .... 2,500,000.00 


Series 
B7% vcs 


Redemption 
Premiums 


$337,761.90 $268,065.00 
250,000.00 


$5,093,551.70 44,000.00 


arrearages, the apportionment 
shown in the following statement: 


Stockholders’ Claims 


is 


Shares Ratio to 
of New Present 
Common Holdings 
18,724.97 1.048 

1,114.93 0.987 
3,087,500.00 24,160.10 0.966 


Total 
$2,392,926.90 


11,290.00 142,479.80 





Total - $4,400,000.00 — $693,551.70 


The ratios in the above statements 
show what has been pointed out be- 
fore—the extent to which the latter 
method favors the holders of series B 
preferred stock. 

When one comes to apply literally 
tither of these bases or a compromise 
between the two, there will be a large 
number of partial shares or scrip to be 
issued. Each of these results may be 
avoided by issuing one share of new 
common stock to each of the present 
preferred stockholders and at the same 
time paying to certain stockholders an 
amount in cash to correspond to the 
difference between the _ relative 
amounts to which they are entitled. 
The extent of this payment depends 
upon which plan is accepted or if nei- 
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$529,355.00 


$5,622,906.70 44,000.00 1.000 


ther is considered fair what compro- 
mise basis would be selected. There 
are arguments which each group 
might present in favor of the plan 
which yields the largest return to it. 
Naturally series B holders will favor 
the second shown above and the hold- 
ers of series D will prefer the first. 
As illustrative of how the situation 
could easily be solved, let us assume 
that each present preferred stockhold- 
er is given one share of new preferred 
and one share of new common stock 
for each share which he now holds 
and that B and C holders are given 
such additional compensation in the 
form of cash as they seem to be enti- 
tled to upon a fair basis. If the two 
plans outlined above were given equal 
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weight, the holders of series C stock 
would then be entitled to $2,572.40 
as a group and series B holders as a 
group would be entitled to $119,140. 
As all of the series C stock is held 
by one corporation, the distribution 
of that amount would be simple. In 
the case of series B holders, the 
amount per share could easily be 
computed and checks drawn to the 
various holders of record as of a 
given date. 

The total cash required under this 
plan would be about $122,000 and 
would be deducted from the unearned 
surplus already provided for (about 
$280,000). The balance would be 
available for other purposes. 

One should note that these pay- 
ments eliminate the criticism that 
might be made of the allocation of one 
share of new preferred to one share 
of present preferred without any 
recognition of the claims of the hold- 
ers of series B and C to a greater al- 
lowance. 


Income of Company 


[8] There remains to be considered 
the adequacy of the company’s income 
to support the readjusted securities, a 
subject always considered by this 
Commission before authority is grant- 
ed to issue any securities. It is obvi- 
ously not in the public interest to 
approve any issue if there is not rea- 


sonable expectation that interest or 
dividends thereon will be earned. 

The company submitted the latest 
income statement available when the 
hearings closed which was for the 
twelve-month period ending Septem. 
ber 30, 1945. In addition to showing 
the reported revenues, expenses and 
income deductions for that period, 
there was also shown the adjustments 
necessary to reflect the effect of the 
recent bond refunding program. All 
of these data are set forth in Table 3. 

Upon the basis of this tabulation, 
it appears that if the first mortgage 
bonds, 34 per cent series due 1975, 
had been outstanding during the en- 
tire twelve months, the operating in- 
come would have been less than that 
reported but the net income available 
for dividends would have been higher. 
The decrease in the adjusted operat- 
ing income is brought about by the 
provision included by this Commis- 
sion in the bond order requiring the 
company to set aside $20,000 month- 
ly, beginning in August, 1945, for 
accruing depreciation expense. This 
is $90,000 per year more than the 
company had been accruing for this 
expense in recent years. However, in 
preparing the adjusted income state- 
ment, the company witness (Mr. 
Freddo) did not restate depreciation 
expense on the basis of the require- 
ment in the bond order. 


TABLE 3 
Income Statement, Year Ended September 30, 1945 


Operating revenues 
Operating expenses 
Maintenance expenses 
Operating taxes 
Depreciation 


Total operating revenue deductions 
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$3,405,826.40 
$1,997,251.08 


$2,763,881.89 


Adjustments 
for Bond 
Refinancing Adjusted 
bs $3,405,826.40 


$1,997,251.08 
198,696.36 
409,045.22 
193,012.68 


$2,798,005.34 


Per Books 








198,696.36 
409,045.22 
158,889.23 


$34,123.45Dr 
$34,123.45Dr 
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Interest on long-term debt 


Amortization of debt discount and expense ... 


es assumed on interest 


Net income 
Miscellaneous reservations of net income 


Balance to earned surplus : 
Dr = Debit Cr = Credit 


He used Mr. Hine’s annual rates for 
depreciation expense (Table 2) and 
arrived at the figure of $193,012.68 
shown in Table 3 as the amount 
chargeable to operating expenses. 
There is an additional charge of about 
$7,000 to clearing accounts, making a 
total annual accrual of about $200,- 
000. But the amount included in 
operating expense is $34,123.45 more 
than the accruals actually recorded by 
the company during the 12-month 
period for depreciation expense, and 
this one item accounts for the decrease 
in operating income. 

It will be noticed from these figures 
that Mr. Hine’s estimate of annual 
depreciation expense, which was 
$200,711.03 as of June 30, 1945 
(Table 2), is about $40,000 less than 
the amount the company must set 
aside under the provisions of the bond 
order, until the terms of that order 
are changed or modified. Since Mr. 
Hine’s annual depreciation rates were 


$34,123.45Dr 


$607,821.06 











$2,315.05 
45.00 
6.31 
12,420.96 





$2,315.05 
45.00 
6.31 


20,482.95 
12,420.96 








$10,428.35 














$34,123.45Dr 


$618,249.41 














113,098.90 
30,285.85 


$63,359.25Cr 
5,197.43Cr 
1,489.65Cr 
8,925.00Cr 


30,886.25Dr 


$131,250.00 


113,098.90 
61,172.10 








$382,269.84 


$48,085.08Cr 


$334,184.76 














$270,103.02 


$13,961.63Cr 


$284,064.65 














$2,394.36 


$2,394.36Cr 














$267,708.66 


$16,355.99Cr 


$284,064.65 





determined on a sound factual basis 
and are consistent with his estimate of 
the depreciation actually existing in 
the property, it follows that the cur- 
rent annual depreciation accrual based 
on Mr. Hine’s rates more accurately 
reflect the facts than the figure includ- 
ed in the bond order. When the 
company has brought its depreciation 
reserve up to the amount found here- 
in to be adequate and the company 
has been financially reorganized to 
meet the standards herein stated, the 
Commission should consider an appli- 
cation to modify the terms of the bond 
order. 

The principal changes in the in- 
come deductions, which amount to a 
reduction of $48,085.08, include the 
substitution of the new interest re- 
quirements for a full year on long- 
term debt, and the elimination of debt 
discount and expense, taxes assumed 
on interest and other interest charges 
connected with the refunding opera- 
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tion. Offsetting these savings is the 
additional Federal income tax the 
company would have paid on its high- 
er taxable income. 

It should be noted that no provision 
is made for the amortization of debt 
expense and premium on the new 
bonds. The company has not sub- 
mitted its final statement of the ex- 
penses incurred, but an allowance of 
$65,000 was included in the bond or- 
der for this item. A premium of 
$69,720 was received from the sale of 
the bonds, which exceeds the esti- 
mated expenses. Thus the two have 
no practical effect on net income. 

The abnormally large amount 
shown for miscellaneous income de- 
ductions is a result of the income tax 
adjustments brought about by the 
bond refunding. The total includes 
income tax savings of $99,095.66 on 


the call premium paid in connection 
with bonds refunded and the immedi- 
ate amortization of debt discount and 
expense pertaining to such bonds. 
The total tax savings on these two 


items was $107,890.88 of which 
$99,095.66 had accrued to September 
30, 1945. This treatment is permit- 
ted by the uniform system of accounts 
in order to avoid distortion of income 
statements through unusual and non- 
recurring transactions. This item 
will not appear in the income state- 
ment for later years, but the income 
tax charges will be increased cor- 
respondingly. The miscellaneous 
reservations of net income are also 
eliminated due to the redemption of 
the mortgage bonds for which these 
charges were made. 

After making the adjustments 
noted, the company’s net income for 
the year ended September 30, 1945, 
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would have been $284,064.65. In 
other words, if the 34 per cent bonds 
due 1975 had been outstanding dur. 
ing this entire year and if the com- 
pany had charged a proper deprecia- 
tion expense, the net income available 
for dividends would have been $16,- 
355.99 more than the reported 
amount. 

There are no figures in the record 
purporting to represent the future 
earnings of the company, estimates for 
the years 1946 to 1950, inclusive, hay- 
ing been withdrawn by counsel for 
the company. Table 3 cannot be 
taken as representative as several ad- 
ditional adjustments must be made 
in order to give effect to certain 
known changes that have taken place 
since these figures were submitted. 

In the first place, the company 
failed to include in its adjusted in- 
come statement the annual deprecia- 
tion accruing on plant held for future 
use and other physical property. 
These are small amounts and would 
not seriously distort the picture. 

Secondly, the company witness 
found that the miscellaneous income 
deductions included certain nonre- 
curring items totaling $5,116.10 
which he claimed should be eliminated 
from the adjusted statement. He 
further testified that the recent change 
in the Federal income tax law modify- 
ing the tax rate for corporations from 
40 per cent to 38 per cent would mean 
an additional saving of $7,892.45 to 
the company in Federal income taxes. 
He also stated that the repeal of the 
capital stock tax law would increase 
the company’s net income by $2,418.- 
73. Offsetting these savings, how- 
ever, there would be an increase of 
$2,863.24 in income taxes resulting 
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from the elimination of capital stock 
tax and miscellaneous income deduc- 
tions. 

The effect of the preceding changes 
on the adjusted income statement for 
the year ended September 30, 1945, 
is to increase the net income from 
$284,064.65 to $296,628.69. 

There are other factors more im- 
portant and more uncertain. For 
many years, the revenues of the com- 
pany have steadily increased. Wheth- 
er this trend will continue depends to 
a large extent upon general economic 
conditions but more particularly up- 
on the conditions prevailing in the 
territory served. It is unlikely, how- 
ever, that there will be any appreciable 
drop in the near future as the popula- 
tion is steadily increasing. 

On the other hand, operating costs 
may be higher due to the upward 
trend in wages and prices of materials. 
There may be also deferred mainte- 
nance to be overcome. 


The net effect of these factors can- 
not be predicted with any certainty. 
However, the net income as shown in 
Table 3 has considerable margin to 
meet unforeseen changes. Upon the 
basis of net income of approximately 
$296,000, the company would earn 
three and one-quarter times the in- 
terest requirements on the first mort- 
gage bonds. After the payment of all 
interest, the remainder would be over 
three times the dividend requirements 
on the new preferred stock on a 4 per 
cent basis; and the income remaining 
after payment of all charges including 
preferred stock dividends would be 
considerably in excess of reasonable 
dividends on the common stock and 
provision for surplus. Inasmuch as 
the company would probably have a 


small surplus after the adjustments 
herein contemplated are completely 
realized, conservative financing would 
dictate that all of the earnings should 
not be distributed, and that there 
should be set aside regularly an ap- 
preciable amount in surplus so that in 
the near future a cushion could be pro- 
vided to meet any unusual and un- 
foreseen events. 


No attempt has been made to deter- 
mine what are reasonable rates for gas 
service or what would be a fair rate 
of return upon a proper rate base; but 
it is undoubtedly true that if the com- 
pany is refinanced on the basis herein 
set forth, it will be able to earn a fair 
return according to any fair standard 
which may be applied or to earn inter- 
est requirements on the securities au- 
thorized, dividends upon the preferred 
stock at the rate specified and reason- 
able dividends on the common stock. 


Reorganization Expenses 


[9] The company submitted an es- 
timate of $40,840.90 for the expenses 
to be incurred in connection with the 
proposed capital revision plan. No 
allowance was included for costs 
which may be assessed by the Com- 
mission for services of its staff and all 
of the amounts with the exception of 
the filing fee paid to the Public Serv- 
ice Commission were estimates fur- 
nished by counsel for the company. 
The various items were as follows: 
Filing fee—Public Service Com- 

mission $715.00 
Organization tax—State of New 

York 17,675.90 
Printing 

Proposed plan, order of Securi- 

ties and Exchange Commis- 

sion, other documents and 


various communications to 
company’s stockholders, etc... 


5,100.00 
Stock certificates 1,500.00 
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Fees and expenses 
EEE EE: cccblcepedssctoue 
Registrar 
Expenses in connection with pro- 
ceeding before Securities and 
Exchange Commission 
Listing preferred stock and com- 
mon stock on New York Curb 
Exchange 
Telephone, postage, 
expense, etc. 
Miscellaneous items 


3,600.00 
1,250.00 


5,000.00 


1,000.00 
stenographer 


$40,840.90 


It is unnecessary at this time to 
pass upon the reasonableness of these 
expenses or to determine whether 
they are all chargeable to the deferred 
asset account “capital stock expense.” 
The amount is incomplete, as there is 
much work yet to be done. The pro- 
posed plan must be modified along the 
lines suggested herein. But reason- 
able expenses applicable to the plan 
actually authorized are a legitimate 
charge and may appear on the asset 
side of the balance sheet unless the 
company decides to follow the ex- 
ample of other companies and write 
them off at once. 


Contents of Orders 

[10, 11] It has been intimated that 
as the Commission long ago author- 
ized the purchase by the Long Island 
Lighting Company of the common 
stock of the Kings County Lighting 
Company at an amount far in excess 
of the present stated value of the com- 
mon stock, the Commission should 
not now deprive the Long Island 
Lighting Company of its control or 
at least of a substantial interest in the 
new common stock. 

The Commission’s records on this 
point are meager. They do not show 
upon what basis the Commission au- 
thorized acquisition by the Long 
Island Lighting Company at the prices 
named ; but if past actions of the Com- 
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mission are to be taken, let us go back 
to 1911 at which time the Public Sery- 
ice Commission for the First District, 
which then had jurisdiction over the 
Kings County Lighting Company, 
found that the stock represented no 
property at the time it was issued, that 
the depreciation reserve was then en- 
tirely inadequate and that the com- 
pany was not then complying with the 
system of accounts which was in effect. 

Further, the Commission may 
properly authorize the issuance of 
bonds and stocks for legitimate pur- 
poses at proper prices. But does this 
mean that forever every succeeding 
Commission must recognize these se- 
curities and make no attempt to put 
a company upon a sound financial 
basis when it has fallen into serious 
financial trouble? Does it mean that 
when a company fails to make provi- 
sion for depreciation or to meet other 
obligations and its assets have become 
impaired or its property has deteri- 
orated, the Commission must con- 
tinue to recognize the securities once 
authorized as a basis for future issues 
regardless of the property or assets the 
company possesses? May a company 
follow false gods and still be consid- 
ered financially intact merely because 
at one time it was on a sound founda- 
tion? 

Even though a corporation start 
out with a well-designed plan under 
proper engineering, accounting, and 
managerial advice, experience shows 
that it may come to need financial re- 
organization for various reasons ; and 
when that point is reached, its condi- 
tion must be recognized and its secu- 
rities adjusted to realities regardless 
of the legitimacy of its birth. In its 
orders approving the issuance of secu- 
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rities, this Commission has undertaken 
to protect investors by including in 
such orders many conditions, particu- 
larly as to maintenance and deprecia- 
tion reserves, in order so far as possi- 
ble to put the corporation on a sound 
basis and keep it there. The history 
of this company clearly demonstrates 
that there is unusual need for such re- 
quirements in this case. It shows that 
when the Commission has prescribed 
rates, has included in the costs upon 
which those rates were based allow- 
ances for depreciation considerably in 
excess of what the company has itself 
set up and these rates have gone into 
effect, the company has failed to cred- 
it to reserves the very amounts the 
Commission allowed. Notwithstand- 
ing all that has been said through all 
these years by courts and Commis- 
sions this company did not until 
August, 1945, when compelled to do 
so by orders of the Commission, 
make a reasonable provision for ac- 
cruing depreciation. When this Com- 
mission permits the issuance of new 
securities under any plan, the order 
should clearly require that provision 
for adequate depreciation shall be 
made before the payment of interest 
or dividends. The history of this 
company shows that such require- 
ments are necessary if the company is 
to be kept sound even though it may 
be sound when reconstituted. 


[12] While not undertaking to dis- 
cuss all of the provisions applicable to 
the new preferred stock, there is one 
provision in conflict with the estab- 
lished policy of this Commission 
which should be noted. The company 
proposes that in case the company de- 
cides to call the new preferred stock, 
it shall pay a premium of $5 per share, 
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or 10 per cent of par value. This is 
an excessive amount and should be 
reduced to not in excess of 5 per cent 
or $2.50 per share, with a provision 
that such premium shall apply to the 
first five or ten years and thereafter 
be reduced to 3 per cent. 


Summary 


We may summarize the conclusions 
above reached as follows: 

(1) The readjustment of the ac- 
counts of the Kings County Lighting 
Company should be continued and the 
company placed upon a sound finan- 
cial basis. 

(2) In the financial reorganization 
which should take place, the outstand- 
ing bond issue should remain undis- 
turbed. 

(3) The amount of preferred stock 
to be issued should be $2,200,000 face 
value. 

(4) The new common _ stock 
should have a stated value of $2,200,- 
000. 

(5) The new preferred stock and 
the new common stock should all be 
issued to the holders of the present 
preferred stock except possibly a nom- 
inal amount to the holders of the 
present common stock. 

(6) Adjustment between holders 
of the three series of preferred stock 
outstanding, due to the varying terms 
upon which these series were issued, 
should be made in the form of cash 
payments. 

(7) Any excess of assets over lia- 
bilities as of the date of reorganiza- 
tion should be placed in the unearned 
surplus account. 

(8) Any orders adopted approving 
reorganization along the above lines 
should include the usual provisions to 
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protect security holders including a 
requirement in the usual form that the 
company should maintain an adequate 
depreciation reserve through specified 
charges to operating expenses and 
credits to the reserve based upon 
rates applicable to the various classes 
of property. 

(9) Opportunity should be afford- 
ed the company to amend its present 


application to conform to the above; 
but if it does not do so within a rea- 
sonable time, an order denying the 
company’s application should be 
adopted and this proceeding closed. 

(10) Before the Commission pro- 
ceeds to the consideration of any 
amended application, the proposed 
plan should be submitted to and ap- 
proved by the present stockholders. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Consolidated Edison Company of 
New York, Incorporated et al. 


Case 11025 
December 12, 1945 


ROCEEDING relating to electric rates for ice making and re- 
frigeration purposes; present rates disapproved. 


Rates, § 339 — Electricity — Ice making and refrigeration — Seasonal load. 
1. Any preferential treatment given to ice making and refrigeration cus- 
tomers of an electric utility on the basis of their seasonal load is of doubt- 
ful justification where the margin between summer and winter peaks on 
generating equipment seems to be needed for overhauling equipment, the 
distribution system has no appreciably greater capacity in summer in rela- 
tion to load than in winter, and customers apparently cannot avoid the sum- 


mer peak load, p. 230. 


§ 328 — Electricity — Power factor — Ice making and refrigeration rates. 
2. A power factor clause in an electric rate schedule is objectionable when 
it would give a discount for high power factor to certain customers but 
no corresponding reduction in cost to the utilities, would complicate meter- 
ing and make schedules more complex, and would result in the application 
of clauses to a customer’s consumption in accordance with consumption 
characteristics during the past contract year (which is not good rate mak- 
ing), it appearing further that there has been no testimony on the com- 
plementary question of a penalty for low power factor, p. 233. 


Rates, § 339 — Electricity — Character of use — Purpose of use. 


3. Electric rates should be developed for the character of use of customers 
and not for the purpose for which the energy is used, p. 234. 


Rates, § 339 — Electricity — Ice making and refrigeration use. 
4. Ice making and refrigeration rates of an electric utility are contrary 
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to good rate making where they are restricted to energy use for ice mak- 
ing and refrigeration, there is no energy charge except for a coal adjust- 
ment charge, the customer’s weekly demand charge is reduced when his 
aggregate weekly kilowatts reach a certain amount and credit is given on 
his previous bills during the current contract year, and there is a zone of 
free use in which the customer can get as much as 10 per cent additional 
aggregate kilowatts of weekly demand with no additional charge when his 
aggregate kilowatts are sufficient to qualify him for the next succeeding 
step of the rate, p. 234. 

§ 322 — Electricity — Demand charge — Proration of bills. 

5. An electric company supplying energy for ice making and refrigeration 
under a schedule based on demand charges should prorate bills so that no 
customer who has been served for a year or more will be penalized merely 
because he ceases to take service, when interim increases and the ultimate 
expiration of a rate will not occur on the expiration dates of all contracts 
of customers then being served under it, p. 234. 


§ 181.1 — Inflation under war conditions. 

6. Rate schedules which the Commission found long ago to be unsound, 
improper, and in violation of statutory requirements should be revised al- 
though increases are involved, notwithstanding the fact that inflation dur- 
ing a war period is an evil to be prevented if possible; the task of prevent- 
ing inflation does not supersede all other considerations, and no obligation 
rests upon the Commission to prevent upward changes in rates when in 
many cases decisions of other authorities (such as those permitting wage 
increases) make such revisions necessary, p. 235. 


Rates, § 32 — Duty of Commission. 
7. The Commission has a duty, even when conditions are unsettled, to see 
that unjust and unreasonable rates are eliminated, p. 236. 


Rates, § 322 — Electricity — Consumption — Demand. 
8. An electric rate, based on demand charges, which does not vary to some 
degree by the amount of energy consumed is improper, p. 236. 


* 


APPEARANCES: Philip Halpern, 
Counsel (by Frank C. Bowers and 
Raymond J. McVeigh, Assistant 
Counsels), for the Public Service 
Commission; Whitman, Ransom, 
Coulson & Goetz (by Richard Joyce 
Smith, Edwin D. Kyle, Jacob H. 
Goetz, Arthur L. Webber, and Henry 
S. Reeder), New York city, Attor- 
neys, for Consolidated Edison Com- 
pany of New York, Inc., and West- 
chester Lighting Company; Wherry, 
Condon & Forsyth (by William 
Wherry), New York city, Attorneys, 
for Manhattan Refrigerating Compa- 
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ny and Merchants Refrigerating Com- 
pany; W. C. Chanler, former Corpo- 
ration Counsel, and Ignatius M. Wil- 
kinson, Corportion Counsel (by Har- 
ry Hertzoff, Assistant Corporation 
Counsel), New York city, for the city 
of New York; Arthur Gang, New 
York city, for the OPA; A. L. Stein, 
New York city, President, National 
Electric Service Corporation; Perci- 
val R. Moses, New York city, Con- 
sulting Engineer; Bennett E. Aron, 
Brooklyn, Attorney, for American Ice 
Company, Rubel Corporation, City 
Ice & Fuel Company, Premium Ice 
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Company, Inc., Heights Ice Com- 
pany, New Colonial Ice Company, 
F. Schildwachter Ice Company and 
Holler Ice Manufacturing Company ; 
Stowell Rounds and Herbert Sharf- 
man, Office of Price Administration, 
New York District, New York city, 
appearing for Jerome Count, Chief 
Price Attorney of New York District 
of Office of Price Administration, 
Prentiss M. Brown, Administrator of 
the OPA, and James F. Byrne, Di- 
rector of the Office of Economic Sta- 
bilization; Harry R. Booth (by J. I. 
Rudolph), Washington 25, D. C., 
Utilities Counsel, Office of War Mo- 
bilization and Reconversion. 


MattsiE, Chairman: This pro- 
ceeding was instituted by the Commis- 
sion in October, 1942. Under date of 
December 8, 1942, Commissioner Van 
Namee reported to the Commission on 


the status of the proceeding and I 
have reported in two memoranda, one 
dated December 20, 1943, and one 
November 20, 1944. The history of 
the proceeding will be reviewed briefly. 

The Commission had previously 
been aware of the defects and objec- 


tionable features in this rate, set 
forth in detail hereinafter, but took 
no definite action until after a com- 
plaint was registered against the rate, 
particularly the minimum charge, in 
June, 1941. As a result of the inves- 
tigation by the staff following this 
complaint, the Commission informed 
the companies in December, 1941, that 
action should be taken to eliminate or 
revise the rate and that meanwhile a 
reduction should be made in the min- 
imum charge. 

Revised rates were filed with an 
issue date of May 13, 1942, effective 
June 12, 1942. The revisions provid- 
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ed for a reduction of the minimum 
charge and slight increase in some 
portions of the rate to become effec. 
tive July 1, 1942, an increase in rate 
to become effective January 1, 1943, 
a further increase in rate to become 
effective January 1, 1944, and an ex. 
piration of the rate in its entirety on 
December 31, 1944. 

A complaint against the proposed 
increases, dated October 29, 1942, was 
received and referred to the Commis- 
sion in a memorandum dated Novem. 
ber 10, 1942. On November 17, 
1942, a hearing order was adopted and 
on December 16, 1942, a further or- 
der was issued to add the New York 
and Queens Company and to direct an 
accounting under § 113 of the law of 
all increases resulting from the change. 
In adopting the clause to provide for 
an accounting of the increases, the 
Commission apparently thought that 
the matter would not be disposed of 
before the effective date of the in- 
creased charges. 

Hearings were held on December 
4th, 22nd, and 23rd, in 1942. On De- 
cember 23, 1942, the companies ap- 
plied for special permission to post- 
pone for one year the increases which 
would have become effective on Jan- 
uary 1, 1943, and January 1, 1944, 
and the ultimate expiration. This ap- 
plication was granted in large part 
because the consumers were unable, 
due to wartime conditions, to get 
Diesel equipment for installing their 
own form of energy if they so desired 
and because they would be unable to 
pass on to their customers any of the 
increased costs because of price fe- 
strictions of the Office of Price Ad- 
ministration. 


Further hearings were held on 
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September 29, 1943, and September 
29, 1944, and after each the compa- 
nies filed revisions to their schedules 
postponing for one year the increases 
in the rate and its ultimate expiration. 
Counsel for the companies stated in 
connection with each filing that the 
companies were willing to grant the 
postponement in view of the fact that 
the conditions which warranted the 
original extension were still operative 
and the request was a reasonable one. 

The present status is that the in- 
creases Originally filed to become ef- 
fective January 1, 1943, are to become 
effective January 1, 1946, those to be 
effective originally January 1, 1944, 
are to become effective January 1, 
1947, and the rate is to expire in its 
entirety on December 31, 1947, rather 
than on December 31, 1944. 


This fall hearings were again re- 
sumed and have been held on Septem- 
ber 21, October 10, 22, and 23, and 
November 2 and 20, 1945. The ste- 
nographer’s minutes cover 477 pages 
and 20 exhibits have been received in 
evidence. There has been some addi- 
tional testimony on the question of 
postponing the increases, but it was 
not until this fall that testimony was 
introduced bearing upon the merits of 
the rate. 


History of the Rate for Ice Making 
and Refrigeration 


The historical resumé, introduced 
by the companies, shows that the first 
ice-making and refrigeration rate was 
introduced in 1916 and extended to 
the Bronx in 1920. The comparable 
tate applicable in Brooklyn was can- 
celed in 1935. 

The original rates were instituted, 
witnesses for the companies stated, be- 
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cause competitive conditions seemed 
to warrant and justify an off-peak rate 
of this type. Ice making and refriger- 
ation customers were said to be able 
to control their demands and this dis- 
tinguishing characteristic justified a 
special rate. The companies now 
contend that conditions on their sys- 
tem no longer justify the rate and that 
the usage of these customers has no 
seasonal off-peak characteristics. 
There have been few changes in 
the basic unit charges of the rate since 
its origin except to add a few de- 
mand blocks and to change the fuel 
adjustment charge. In addition to 
these changes, the on-peak period and 
the term of service have been short- 
ened; the minimum charge was re- 


duced in 1942. 


The present rate is restricted to use 
for ice making and refrigeration ex- 
cept in Queens where use for any pur- 
pose is permitted. The rate is not 
applicable in Brooklyn. Customers 
pay a weekly demand charge, the 
amount of which varies inversely with 
the sum of the weekly demands during 
a contract year. There are no energy 
charges except the fuel adjustment 
charge. Annual minimum charges 
vary from $6,000 to $59,000 in accord- 
ance with the sum of the weekly kilo- 
watt demands and the term of service 
is one year terminable at the end of 
any contract year on thirty days’ prior 
notice. A summary of the rate is giv- 
en in the appendix. 


Load Conditions on the System 


Most of the testimony for the com- 
panies about their load conditions was 
given by Mr. H. C. Forbes, who is an 
engineer by profession. He has been 
with the Consolidated Edison Compa- 
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ny since 1924 and is now vice presi- 
dent of the company in charge of ac- 
tivities dealing with planning, devel- 
opment, and process engineering. 


Loads on Generator System 

Mr. Forbes prepared Exhibit 5 
which shows for the Edison system for 
the years 1922 through 1944 the ratio 
of the average summer peak load to 
the succeeding winter period maxi- 
mum load. The average summer 
peak load is the average of the maxi- 
mum demands in each of the months 
of May through September, and the 
winter maximum load is the peak load 
during the succeeding winter period. 
The exhibit shows that in 1922 the 
ratio was approximately 65 per cent. 
There was a pronounced upward trend 
through 1930, when it reached ap- 
proximately 76 per cent. From 1930 


through 1939 the ratio fluctuated 


around 75 except for a sharp drop to 
about 71 per cent in 1938. Mr. 
Forbes explained that this was very 
abnormal and was due to peculiar 
weather conditions producing a peak 
load for the succeeding winter period 
much higher than normal. Since 
1939, the trend has been sharply up- 
ward, reaching the highest ratio of 
approximately 87 per cent for 1942. 
Mr. Forbes thinks that the ratios for 
the war period may be abnormally 
high due to the use of wartime, which 
has reduced the winter peaks. Never- 
theless, he stated that he has no doubt 
that the general upward trend of 1922 
to 1941 would have been maintained 
without the war. 

Mr. Forbes enumerated several 
conditions which he thought contribut- 
ed to the upward trend. He men- 
tioned air conditioning, domestic re- 
frigeration, and electric fans, all of 
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which are used more extensively tha 
formerly and require more power dur 
ing the warm weather than during th 
winter. He also thinks that artificia 
illumination is used more now during 
the daylight hours than it was back iy 
1922. He would expect the geners 
trend to continue since there will be 
he believes, a continued growth in th¢ 
above services. 

The companies contend that thé 
margin above 80 per cent in the rela 
tion of the summer load to the winter 
load appears to be just about what is 
required for overhauling the generat 
ing equipment. Generating unit: 
must be overhauled every two or thre¢ 
years and boilers more frequently, Mr 
Forbes explained. Even with the 
present margin in the summer months 
he said, the companies are experienc 
ing considerable difficulty about over 
hauling and it is necessary at times to 
extend the overhaul of equipment well 
into the winter peak month. 

Mr. Forbes prepared Exhibit 6 to 
show the need for the present margin. 
This exhibit gives for each month o 
1940 the maximum load and the nor- 
mal and actual maximum overhaul 
outages. This year was chosen, Mr. 
Forbes said, because it was the latest 
one in which load conditions could be 
considered to be reasonably normal 
throughout the year because of subse- 
quent war conditions. The maximum 
load plus the normal overhaul outages 
would have amounted to 1,717 mega- 
watts in the summer period and 1,731 
megawatts in the winter period accord- 
ing to the exhibit. The difference is 
substantially negligible, Mr. Forbes 
testified. 

When overhaul requirements are 
included, the generating capacity re 
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sirements of the system are dis- 
ributed uniformly throughout the 
year, Mr. Forbes testified. It is hard 
to see, he added, how that could be 
materially improved. Mr. Wherry, 
eounsel for certain customers, asked 
Mr. Forbes if he did not think it 
yould be good engineering to have 
ihe summer and winter loads the same 
ind do the overhauling when it was 
weeded instead of concentrating it in 
the summer. Mr. Forbes did not 
think that spreading the overhauling 
throughout the year would make em- 
ployment more uniform or make it 
sasier to secure materials. During the 
wmmer-when the load is lower, op- 
ating men who are used in connec- 
tion with the higher winter loads do 
the overhauling and this makes a more 
miform load on the operating force, 
he explained. 


Loads on Distribution System 

After having shown the load con- 
ditions on the generating system, Mr. 
Forbes proceeded to show load condi- 
tions on the distribution system be- 
use, he stated, seasonal off-peak 
ads might be advantageous to the 
distribution system even if they are 
not so to the generating system. 

The monthly variation during 1941 
in the load on the companies’ distribu- 
tion system and also the variation in 
the capacity of the system are shown 
on Exhibit 7, taking the value of the 
load and also the capacity of the sys- 
tem in December as unity. The re- 
duced load in summer generally fol- 
lows the reduction in capacity of the 
distribution transformers due to the 
higher summer temperature accord- 
ing to the exhibit. Mr. Forbes testi- 
fied that the degree of coincidence be- 
tween the two curves is remarkably 
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good and he hardly sees how it could 
possibly be improved by any system of 
rates that can be designed to encour- 
age the use of current in one season in 
preference to another. 


Peak Loads in the Summer. 

The customers on the rate for ice 
making and refrigeration are able to 
reduce very substantially their de- 
mands for power during the hours be- 
tween 4 and 7 Pp. m. in November, De- 
cember, and January except Satur- 
days, Sundays, and legal holidays. At 


-this time of year temperatures are so 


low that they can float through these 
hours with the brine already prepared 
and a relatively small use of power. 

Each of the load curves of Exhibit 8 
is for the day of maximum demand in 
June, July, August, and September of 
1945. The peaks in June and July 
occurred between 4 P.M. and 5 P.M. 
and were due to extreme darkness 
from abnormal weather conditions 
which might have occurred any other 
time of the day according to Mr. 
Forbes. For August there is no pro- 
nounced peak. The load was substan- 
tially sustained from 10 a.m. to 5 
P.M. except for the customary drop 
at noon. For September the peak oc- 
curred at 2 P. M. 

Summer peaks are likely to occur 
at any time during the day, the time 
being governed by weather conditions, 
Mr. Forbes said, and these peaks are 
highly erratic as to magnitude and 
time of occurrence. He did not see 
how ice making and refrigeration cus- 
tomers could keep off the summer 
peaks. If they knew when the peak 
was going to occur, they probably 
could but he doesn’t see any way of 
knowing that. Storms come up in a 
matter of fifteen minutes and he 
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thought this was too short to allow 
even for the companies’ operators to 
notify the customers. 

In the light of his exhibits, Mr. 
Forbes sees no sound reason for at- 
-tempting to encourage the selective use 
of power seasonally. He said that 
when the summer peak is within 75 
per cent of the winter peak, there is no 
economy in getting summer peak 
business because generating equipment 
must be repaired and the carrying 
capacity of the distribution system is 
less due to higher temperatures. 
ther does he see how heavier loads in 
the winter and lower loads in the sum- 
mer would have any advantages. 


Conclusions 

[1] The margin between the sum- 
mer and winter peaks on the generat- 
ing equipment seems to be needed for 
overhauling this equipment. It ap- 


pears that the distribution system has 
no appreciably greater capacity in the 
summer in relation to the load im- 
posed upon it than it has in the winter 
because of the reduction in the load 
carrying capacity in the summer due 


to higher temperatures. Customers 
apparently cannot avoid the peak load 
in the summer because it may come at 
any time during the day. The testi- 
mony strongly indicates, I believe, 
that any preferential treatment given 
to ice making and refrigeration cus- 
tomers on the basis of their seasonal 
load is of very doubtful justification. 


Testimony of Customers 


Mr. Harry Barker was the prin- 
cipal witness for the consumers. He 
is a consulting engineer of the firm of 
Barker and Wheeler. A large per- 
centage of his time since 1907 
has been devoted to valuation and 
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related rate problems. He has stud- 
ied rates of utilities in Vermont, New 
Hampshire, the Connecticut valley, 
and of municipal utilities in New 
York state. 


Effect of Other Present Rates 

Mr. Barker examined the Edison 
rates to which ice making and refrig- 
eration customers might go if their 
rate were absolished, paying particular 
attention to the so-called Manufactur- 
ing Rate (S.C. 7) which is applicable 
throughout the companies’ territories 
and to a wholesale rate (S.C. 10) ap- 
plicable only in Brooklyn. He applied 
these rates to consumptions generally 
during 1939 and 1944 at seven plants 
of customers under the refrigeration 
rate. The wholesale rate in Brooklyn 
decreased the smaller plants by about 
6 per cent to 18 per cent and it in- 
creased the larger ones by about 9 per 
cent to 10 per cent; one plant of inter- 
mediate size was practically w- 
changed. 

When the ice making and refrigera- 
tion rate in Brooklyn was canceled in 
1935 several of the customers went to 
S.C. 10, Mr. Kells said. Mr. Stein, 
who represented certain customers, 
objected that the companies apparent- 
ly were not now granting a similar 
opportunity to customers in other 
parts of the territory. 

This Brooklyn rate is one of the 
companies’ nonstandard rates and the 
companies have stated several times 
that the rate would probably be can- 
celed ultimately. Use of it by ice mak- 
ing and refrigeration customers would 
require that it be extended to other 
parts of the territory which would be 
contrary to the program of standard- 
izing rates in New York city so that 
there would be the same charges in 
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all of the territory for the same serv- 
ice. 

Mr. Barker gave more attention to 
the effect of the manufacturing rate 
upon the plants in Exhibit 4. He 
found that this rate increased bills of 
the seven plants in Exhibit 4 by about 
5 per cent to 19 per cent with the larg- 
er increase applying to the smaller 
users. The combined result was an 
increase of 9.4 per cent. 


Discount for Off-peak Load 

Mr. Barker thought that the load 
characteristics of the refrigeration cus- 
tomers with respect to their being off 
the winter peak and operating at high 
power factor should be recognized in 
any rate for them. Since no recogni- 
tion is given to such load characteris- 
tics in the manufacturing rate, he pro- 
posed that clauses to do this be added 
to this rate. His proposed clause for 
off-peak loads is quoted below: 


Off-peak Load Clause: 

Customers with a demand of 100 
kilowatts or more, or a consumption 
of 250,000 kilowatt hours per year or 
more, who can reduce their use dur- 
ing the peak-load hours of November, 
December, and January (4 to 7 P. M.) 
upon application may have each cur- 
rent monthly demand charge reduced 
by 1 per cent for each per cent by 
which their maximum demand during 
the last November, December, Janu- 
ary peak-hour period is below the cur- 
rent monthly demands. 

Mr. Barker left open in his clause 
the question of when the demand of 
100 kilowatt occurs. He thought 
this might be a matter of discussion 
between the companies, the customers, 
and the Commission. When pressed 


for his own recommendation, he said 
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he would use the customer’s consump- 
tion in 1945 to determine whether the 
clause would apply in 1946. Thus the 
bill for 1946 would be based on the 
characteristics of use in 1945. 

Mr. D. G. Kells, a witness for the 
companies, stated that he was unable 
to test the effect of Mr. Barker’s pro- 
posed off-peak load clause because the 
companies do not know the relation- 
ship between the off-peak and on-peak 
demands of many customers who 
would come under it. The clause, he 
said, would offer inducement to cus- 
tomers to create an otherwise unneces- 
sary high demand to qualify for dis- 
counts and get a net reduction in their 
bill. He showed that the loads of 
many customers under the manufac- 
turing rate start to drop off sharply 
between 4 Pp. M. and 5 Pp. M. and it is 
not known to what extent they might 
change their operations to cut down 
their on-peak demand and secure a 
credit. 


Discount for High Power Factor 

The refrigeration customers, Mr. 
Barker said, can operate at a high 
power factor. He explained that they 
use comparatively large compressor 
units which can be driven by syn- 
chronous motors at a high power fac- 
tor well above that of manufacturers 
of equal size with scattered motors. 
High power factor means that a min- 
imum amount of current is used to 
supply a given amount of power. This 
condition, he contended, would make 
for economical operation by the utility 
because current losses are reduced and 
the capacity of equipment is effective- 
ly increased. Mr. Barker’s proposed 
clause to be added to the manufactur- 
ing rate to give a discount for high 
power factor is quoted below: 
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Power Factor Clause: 

Customers with a demand of 100 
kilowatts or more, or a consumption 
of 250,000 kilowatt hours per year or 
more, upon application may have 
equipment installed for measuring 
power factor. 

Thereafter, such customers will 
have their bill reduced by 4 per cent 
for each per cent by which their aver- 
age power factor is greater than 80 
per cent. Such customers will have 
their bills increased by 4 per cent for 
each per cent by which their average 
power factor is less than 80 per cent. 

Mr. Barker would recommend that 
the application of the power factor 
clause to a customer during the cur- 
rent year be in accordance with his 
characteristics of use during the pre- 
ceding year. 

Mr. Kelis testified that the compa- 
nies could not test Mr. Barker’s pro- 
posed power factor clause by applica- 
tion to past usage because they do not 
have power factor meters in service. 
Even knowing the present power fac- 
tors of customers would not be suffi- 
cient to test its effects, he continued, 
because customers might install cor- 
rective equipment to obtain greater 
decreases. 

Mr. Forbes also replied to Mr. 
Barker’s suggestion that a power fac- 
tor clause be introduced. He sees lit- 
tle or no advantage to be gained for 
the generating system. The power 
factor on the 60-cycle generating 
equipment, he said, is about 90 per 
cent during the heavy load hours and 
the power factor of this equipment 
averages about 83 per cent. There 
is, therefore, he said, a wide margin 
between the ability of the generating 
equipment to carry the lagging re- 


active kilovolt amperes and the de- 
mands made for that purpose. The 
high power factor on the generating 
system is due, he explained, to a rela- 
tively high lighting load, to a consid- 
erable amount of 60-cycle traction load 
that is supplied by rotary converters 
and rectifiers which operate close to 
100 per cent power factor, and to sev- 
eral miles of 132,000 volt underground 
cables which take a large amount of 
leading reactive kilovolt amperes with 
a resultant improvement in system 
power factor. So far as Mr. Forbes 
can foresee, there will be no important 
change in power factor conditions on 
the generating system. 

In the case of the distribution sys- 
tem, a better power factor would im- 
prove voltage conditions in certain lo- 
calities, particularly where the supply 
is overhead, Mr. Forbes testified. The 
companies now install static condens- 
ers at such locations. In Mr. Forbes’ 
judgment, however, no appreciable 
amount of this investment, which is 
actually only about $154,000 for all of 
New York city, would be avoided by 
a power factor clause in the manufac- 
turing rate because any improvement 
in power factor from such a clause 
would probably not occur where volt- 
age improvement was needed. 

A power factor clause would intro- 
duce operating complications, accord- 
ing to Mr. Forbes, by making both 
metering and billing more complicat- 
ed. It is desirable, he said, to have 
rates simple and understandable to 
customers as well as the company and 
power factor clauses do not contribute 
to that objective. 

Effect of Proposed Clauses 


Mr. Barker showed that applica- 
tion of the manufacturing rate with 
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his proposed clauses for off-peak load 
and high power factor would decrease 
the charges to each plant in Exhibit 4. 
Those decreases ranged from 2.5 per 
cent to 18.3 per cent with the larger 
plants being decreased the most, and 
he said the combined decrease was 
12.8 per cent. He had previously 
found that this rate without the clauses 
would increase each plant from 5 per 
cent to 19 per cent with a combined in- 
crease of 9.4 per cent. 

Mr. Goetz asked Mr. Barker if. he 
would recommend that the customers’ 
bills be reduced and not merely that 
the bills be left unchanged. Mr. Bark- 
er said a reduction would be reason- 
able since the refrigeration rate goes 
back to ‘about 1918 but has not been 
changed although many other: rates 
of the companies have been reduced. 
He added that the cost under the 
manufacturing rate with his proposed 
clause would be about $.008 per kilo- 
watt hour which would not be much 
different from the cost to users served 
under special contracts which are prin- 
cipally railroads that pay about $.009 
per kilowatt hour. The ice making 
and refrigeration customers pay, he 
said, about $.011 per kilowatt hour. 

Mr. Forbes replied to Mr. Barker’s 
comparison with the railroads, testify- 
ing that he thought this service was by 
no means comparable to the service 
furnished the ice making and refrig- 
eration customers because of the fol- 
lowing condition. The railroads and 
transit systems furnish the major part 
of their transmission facilities, and 
they may own power plants which may 
be used to reduce the demands on the 
Edison system. The railroad con- 
tracts are for large blocks of power un- 
der long terms and represent a de- 


pendable, stable source of revenue. 
Their peak demands are caused by the 
electric heating load on cold stormy 
days and do not coincide with the Edi- 
son system peaks which are on dark 
cloudy days when temperatures are 
relatively high. In the summer 
months, peak loads of the railroads oc- 
cur somewhat earlier than the maxi- 
mum loads on the Edison system ex- 
clusive of the transit loads, and in the 
evening the railroad peaks fit very 
nicely on the Edison system between 5 
and 7 p.M. There is, therefore, Mr. 
Forbes testified, a substantial and con- 
sistent diversity between the railroad 
peaks and the Edison system peak. 
He presented load curves for the ma- 
jor railroad contract which is with the 
Pennsylvania and Long Island rail- 
road system. 

It appears that these ice making and 
refrigeration customers who continue 
to take service from the Edison sys- 
tem would go to the manufacturing 
rate, and Mr. Forbes stated that cus- 
tomers under it with the same load 
characteristics as the railroads are able 
to obtain just as low a price as the 
railroads providing, of course, the rail- 
roads’ contracts are not complicated 
by plant furnished by the railroad or 
used by the Edison system. Accord- 
ing to Mr. Forbes, a manufacturing 
customer with the same load charac- 
teristics as the Hudson and Manhattan 
railroad would obtain service at slight- 
ly less than the railroad pays under its 
special contract. 


Conclusions 

[2] There are objections to Mr. 
Barker’s clauses with respect to the 
clauses themselves and also their ef- 
fects. Mr. Forbes’ testimony indi- 
cates that any discounts for off-peak 
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seasonal service would be unduly pref- 
erential. A discount for high power 
factor would give reductions to certain 
customers but apparently no corre- 
sponding reduction in the cost to the 
companies of serving them. It would 
also complicate metering and make 
the schedules more complex. Fur- 
thermore, there has been no testimony 
on the complementary question of a 
penalty for low power factor. There 
is no power factor clause in any pres- 
ent service classification of the compa- 
nies. The application of the clauses to 
a customer’s consumption in accord- 
ance with his consumption character- 
istics during the past contract year is 
not good rate making. The incentive 
provided by the off-peak clause for a 
customer to create an otherwise un- 
necessarily high demand just to obtain 
a discount under the clause is objec- 
tionable. 


Other Objections to the Ice Rates 


[3-5] There are other aspects of 
the ice making and refrigeration rates 
which appear to be contrary to good 
rate making. Except in Queens, the 
rate is restricted to use for ice making 


and refrigeration. Rates should be 
developed for the character of use of 
customers and not for the purpose for 
which the energy is used. These rates 
do not have any energy charge except 
for the coal adjustment charge, so 
practically no recognition is given to 
variations in load factor. The cus- 
tomer’s weekly demand charge is re- 
duced when his aggregate weekly 
kilowatt reaches a certain amount and 
credit is given on his previous bills 
during the current contract year. 
Thus, many customers do not know 
their actual power costs for a particu- 
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lar month until the end of their con- 
tract year. Also there is a zone of 
free use in which the customer can 
get as much as 10 per cent additional 
aggregate kilowatt of weekly demand 
with no additional charge when his 
aggregate kilowatts are sufficient to 
qualify him for the next succeeding 
step of the rate. 

Customers’ contracts for service are 
for one year and are automatically ex- 
tended for successive periods of one 
year unless thirty days’ prior written 
notice of termination at the end of the 
contract year is given. The Commis- 
sion succeeded several years ago in 
eliminating from most rates in the 
state such contracts which provide for 
renewals for a year at a time because 
of obvious inequities. For example, 
one customer who had taken service 
for many years might discontinue 
service before the expiration of his 
contract year and be compelled to pay 
for the portion of the year at the top 
step in the rate, while another cus- 
tomer who discontinued service at the 
end of his contract year would re- 
ceive the benefit of a lower step even 
though he might have had service for 
only a year. 


Proration of Bills 


Due to the fact that the interim in- 
creases and the ultimate expiration of 
the rate will undoubtedly not occur on 
the expiration dates of all contracts of 
customers then being served under it, 
the companies should prorate the bills 
of such customers so that no cus- 
tomer who has been served for a year 
or more will be penalized merely be- 
cause he ceases to take service. It 
would be inequitable to hold any cus- 
tomer to certain provisions of his con- 
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tract while the essential part, the rate 
itself, is being changed against his in- 
terests, no matter how well justified is 
such change. 


Appearance of Office of Price 
Administration 

[6] Mr. L. S. Knappen, chief 
economist of the Public Utilities 
Branch of the Office of Price Admin- 
istration, testified about the inflation- 
ary aspects of the proposed increase in 
rates. He and Mr. Booth stated that 
his testimony was aside from any ques- 
tion of the rate being illegal or unduly 
discriminatory, which they recognized 
to be within the province of this Com- 
mission. 

Mr. Knappen stated that any. price 
increase tends to be inflationary even 
though it may be counteracted by an- 
other price decrease, and the effort to 
prevent inflation must continue al- 
though the war has ceased. It may be 
harder, he said, to prevent inflation 
now than during the war because wage 
pressures are becoming greater and 
people are thinking of the things they 
want to buy. 

There can be no question but that 
inflation is a grave evil to be prevented 
if possible; but when the Federal au- 
thorities and to a lesser degree other 
authorities are expressly authorizing 
or permitting increase in wages in re- 
peated instances, it is difficult for us 
to understand why this Commission 
should be expected to reverse its de- 
cision made long ago (in 1941) that 
the rate schedule here being considered 
was unsound, improper, and in viola- 
tion of the statutory requirements re- 
garding just and reasonable rates. 
The task of preventing inflation does 
not supersede all other considerations 
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and there is no obligation resting upon 
this Commission to prevent any 
changes in rates upwards when in 
many cases the decisions of other au- 
thorities make revisions upwards nec- 
essary unless the Commission is to dis- 
regard the laws under which it is oper- 
ating. 

Further, the record of this Commis- 
sion in lowering rates is an enviable 
one and the slight increase which may 
be brought about as a result of its de- 
termination in this proceeding is far 
more than offset by the reductions 
amounting to millions of dollars in the 
very area affected by the pending pro- 
ceeding. 


Availability of Alternative Equipment 

Mr. Kirkpatrick, president of one of 
the ice companies, testified on October 
10, 1945, that although it has been im- 
possible to obtain Diesel engines dur- 
ing the war, he thinks now they can 
be obtained in about six months. Mr 
Helpbringer, chief electrical engineer 
of one of the ice companies, stated at 
the hearing of October 22, 1945, that 
at the present time they can’t get de- 
livery of Diesel engines before six to 
nine months. He said that they have 
been offered Diesels by the surplus 
property disposal office since V-E 
Day but none of the engines is ap- 
plicable to their business because they 
are either marine engines or too small. 
Mr. Helpbringer said he had spent 
most of November 19th trying to lo- 
cate two Diesel engines but had not 
found them. He was told that orders 
would be taken then for approximately 
nine months’ delivery. 

Mr. Helpbringer testified that after 
a Diesel engine is delivered, it usually 
requires several months to install it. 
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Mr. Christensen, vice president and 
chief engineer of one of the refrigerat- 
ing companies under the rate, testi- 
fied that if they knew when delivery 
of Diesel equipment would be made 
they would prepare to receive it and 
should be able to get it installed and 
operating within three or four months’ 
time. 

Mr. Barker and Mr. Helpbringer 
argued that present conditions are too 
unsettled to enable one to work out a 
fair rate in place of the present ice rate 
or to determine whether the manu- 
facturing rate is fair and reasonable. 

Mr. Barker, therefore, concluded 
that since these rates have stood prac- 
tically unchanged since about 1918 
and other rates have been reduced, 
they should not be changed at this 
time. Mr. Wherry, counsel for cer- 


tain customers, requested that the in- 
crease in the ice rates be postponed 
again, although probably not for a 


year. Mr. Goetz stated that the com- 
panies are willing to extend the rate 
if the Commission concurs. 


Conclusion 


[7, 8] Even if conditions are un- 
settled, there must be rates; and it is 
the duty of this Commission to see 
that unjust and unreasonable rates are 
eliminated. As already stated, the ice 
making and refrigeration rate now in 
effect violates legal requirements. 
This conclusion was stated over three 
years ago and it is still a sound con- 
clusion. Any rate which does not 
vary to some degree by the amount 
of energy consumed is improper and 
the arbitrary classifications that char- 
acterize the present rate (see ap- 
pendix) condemn it if there were no 
other reason. 


It may be that the companies should 
be required to cancel the existing rate 
at once without any extended period 
within which the customers affected 
might arrange to adjust their equip- 
ment or their operations in accordance 
with new rates; but conditions since 
1941 have been most unusual, the 
companies have continued the existing 
rates with the permission of the Com- 
mission for some three years. It 
seems reasonable under all the circum- 
stances to allow the present rates to 
continue until June 79, 1946, but to 
require that the first change should 
become effective July 1, 1946, the sec- 
ond step effective January 1, 1947, 
and the rate to disappear entirely not 
later than July 1, 1947. 

I recommend that the companies 
be advised that if they are willing to 
adhere to this program, rates to carry 
it into effect will be permitted to be- 
come effective on less than thirty days’ 
notice. Whether the companies will 
decide to modify any of the other rates 
now in effect or to become effective 
as a result of the proceedings in Case 
11639 is a matter for them to deter- 
mine in first instance. As repeatedly 
stated, the changes that have so far 
occurred and the large reductions so 
far obtained are no bar to future 
changes and future rate reductions. 

APPENDIX 


Summary of Rates for Ice Making and 
Refrigeration (a) 

New York and Queens Company, Consoli- 
dated Edison Company and Westchester 
Lighting Company in New York City 

Weekly Demand Charge 


Consolidated Edison Company 
Westchester Lighting Company 


(a) The rate in territory of the former 
New York and Queens Company is desig- 
nated as a “High d Factor” rate and there 
is no restriction with respect to the purpose 
of use. 
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RE CONSOLIDATED EDISON CO. OF NEW YORK, INC. 


The following rates shall apply to service 
supplied up to January 1, 1 


Step Change 
Due When 
Aggregate 

Kw. for Con- 
tract Year 
Equal 


Weekly Annual 
Charge Minimum 


7,362 Kw. 
12,418 “ 
18,056 “ 
27,612 “ 
38,710 “ 
49,167 “ 


SSRIS e 
3338333 


& 
x 


7,800 Kw. 
12,480 “ 
18,572 “ 
28,000 “ 
39,002 “ 
49,738 “ 


g 


ALA 
— 
‘ Oh 


REaB ot 
3332338 


tees $1.1058 
On and after January 1, 1946, the follow- 
ing rates shall apply to service supplied up 

to January 1, 1947: 

Step Change 
Due When 
Aggregate 

Kw. for Con- 
tract Year 

Equal 


Annual 
Minimum 


Weekly 


Step Charge 


$6,000 
$12,000 
$19,000 
$26,000 
$37,000 
$48,000 
$59,000 


6,704 Kw. 
11,515 “ 
16,883 “ 
25,874 
36,364 
47,200 





On and after January 1, 1947, the follow- 
ing rates shall a to service supplied up 
to and including December 31, 1947: 

Step Change 
ia When 
Aggregate 
or Con- 
Weekly aaa Wane 
Charge 


Annual 


Step Minimum 


R 
3 
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3333383 8838338 
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New York and Queens Company 


Only above Steps B of Weekly Demand 
Charge apply. 


Excess Peak Period Demand Charge 
Consolidated Edison Company 
Westchester Lighting Company 


$10 per kw. for a" rg during the 
peak period (between 4 and 7 P. m. during 
November, December, and January except 
Saturdays, Sundays, and legal holidays) in 
excess of 20 per cent of maximum demand 
in twelve months ended with that month 
in which excess demand occurs. Charges 
shall not exceed $10 per kw. for the high- 
est excess demand registered within contract 
year. 


New York and Queens Company 


If the demand during the peak period is 
in excess of 20 per cent of the highest maxi- 
mum demand occurring in the fifty-two weeks 
ended with the week in which such on-peak 
demand occurs there is a weekly charge for 
one year at the rate of $100 - year per 
kw. of such excess demand. The off-peak 
demand billed in such weeks will be the dif- 
ference between the maximum weekly demand 
and the on-peak demand billed. Peak period 
is same as in Consolidated and Westchester 
Companies, 
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Fuel Adjustment Base—10.0 cents per million Electric Light and Power Company but are 


BTU not included bv the other companies. 
Minimum Charge—$6,000 per year. Term—One year, terminable at the end of any 
The excess peak period demand charge contract year on thirty days’ prior notice; 
and fuel adjustment are included in the mini- but no contract shall extend beyond De- 


mum charge by the New York and Queens cember 31, 1947. 
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Lowell Gas Light Company 


Department of Public Utilities 


— Mass —, 64 NE2d 640 
January 8, 1946 


ees in equity to annul order of Department of Public Util- 
ities in so far as it denied petition of gas company for ap- 
proval of proposed issue of preferred stock; dismissed. 


Appeal and review, § 32 — Scope of review — Findings of fact — Errors in law. 
1. A court, in considering a bill in equity to annul an order of the Depart- 
ment of Public Utilities, does not have power to review findings of fact 
and may deal with orders or rulings of the Department only to the extent 
that they are shown to be erroneous in law, p. 239. 


Security issues, § 23 — Powers of Department — Refinancing — Necessity. 
2. The statute authorizing the Department of Public Utilities to pass upon 
the reasonable necessity of new issues of stock by implication confers on 
the Department similar authority over issues which effectuate a rearrange- 
ment in the capital structure without increase in the amount of capital stock, 
p. 241. 

Security issues, § 17 — Commission jurisdiction — No overcapitalization. 
3. The absence of any overcapitalization does not deprive the Department 
of Public Utilities of authority to pass on a proposed issue of gas com- 
pany stock, since a substantial question still remains for the Department 
to decide—the question whether the proposed issue in any amount is rea- 
sonably necessary in the existing circumstances, p. 241. 

Security issues, § 52 — Reasonable necessity — Burden of proof. 
4. A gas company petitioning the Department of Public Utilities for ap- 
proval of a proposed issue of preferred stock has the burden of establish- 
ing that there is a reasonable necessity for its issuance, p. 243. 

Security issues, § 52 — Meaning of “reasonably necessary.” 
5. “Reasonably necessary,” in a statute authorizing a gas company to issue 
stock which the Department of Public Utilities finds reasonably necessary, 
means reasonably necessary for the accomplishment of some purpose hav- 
ing to do with the obligations of the company to the public and not rea- 
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sonably necessary only for the benefit of certain investors in the stock, 


p. 243. 


Security issues, § 18 — Commission jurisdiction. 
6. The Department of Public Utilities, and not the court, has jurisdiction 
to decide whether an issue of stock is reasonably necessary for the busi- 
ness of a gas company; that is, to enable it to carry on efficiently the pub- 
lic service of supplying gas, p. 243. 


Security issues, § 52 — Necessity for issuance — Tax savings. 
7. No error of law is made by the Department of Public Utilities in de- 
ciding that the tax savings and increased salability of stock, which would 
result from the issuance of preferred stock by a gas company, do not con- 
stitute a reasonable necessity for its issuance, p. 243. 


Before Field, C. J., and Lummus, 
Qua, and Dolan, JJ. 


APPEARANCES: R. G. Dodge, J. 
Wiggin, and T. M. Banks, Jr., all of 
Boston, for plaintiff; C. A. Barnes, 
Attorney General, and G. P. Drury, 
Assistant Attorney General, for de- 
fendants. 


Qua, J.: This is a bill in equity 
under G.L.(Ter.Ed.) Chap 25, § 5, 
to annul an order of the Department 
of Public Utilities in so far as it denied 
a petition of the plaintiff for approval 
of a proposed issue of preferred stock. 
The single justice reserved and re- 
ported the case for the consideration 
of the full court. 

A demurrer to the bill is within the 
scope of the report but has not been 
separately argued and is deemed to 
have been waived. The record con- 
tains all that is necessary for a deci- 
sion on the merits. 

[1] In a bill brought under § 5 the 
court cannot review or revise pure 
findings of fact and can deal with rul- 
ings or orders of the Department only 
to the extent that they are shown to 
be erroneous in law. Boston & A. R. 


Co. v. Department of Public Utilities 
(1943) 314 Mass 634, 636, 52 PUR 
(NS) 440, 51 NE2d 445. And the 
section expressly provides that: “The 
burden of proof shall be upon the 
party adverse to the Commission to 
show that its order is invalid.” 

The petition by the plaintiff to the 
Department alleged that the petitioner 
(the present plaintiff) had an out- 
standing, paid in capital stock 
amounting to $1,524,050 divided into 
60,962 ? shares of common stock ; that 
the stockholders, at a meeting at 
which 60,239 shares were represented, 
had unanimously voted (a) that the 
corporation purchase from sharehold- 
ers who should elect to sell, “for cash 
at par,” a number of common shares 
not exceeding 30,481, being half of 
the total number, all shares purchased 
to be retired and canceled forthwith, 
and (b) that it issue and sell “for cash 
at par” 30,481 “new preferred 
shares.” An amendment to the orig- 
inal vote inserted a provision that the 
proceeds of the sale of the preferred 
shares should be used to purchase the 
common shares. The exact dividend 
and voting rights of the proposed pre- 





1 This figure includes 962 shares of so called 
“Series ‘A’” stock, which now differs from 


common stock only in name and is treated in 
this opinion as part of the common stock. 
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ferred stock are not important in this 
controversy. 

The Department found that the real 
purpose of the petition was to ex- 
change half of the common stock for 
preferred stock by means of bookkeep- 
ing or other paper entries; that no 
actual cash would be passed; that the 
American Utilities Associates held 
approximately 98 per cent of the stock 
of the company; that this stock was 
pledged for a note which certain per- 
sons had purchased, thereby acquiring 
control of the stock; that these per- 
sons, in order to “refinance” this pur- 
chase, desired to obtain preferred 
stock, which could be sold much more 
easily than common stock ; that in this 
way they would be enabled to “re- 
finance” the purchase without sacrific- 
ing the savings which the company 
enjoys on its Federal income tax by 
being able to make a consolidated tax 
return with the American Utilities 
Associates; that this tax saving is 
only an incident of the proposed trans- 
action, the prime purpose of which is 
to “refinance” the purchase; that the 
present tax law under which the sav- 
.ing is effected has been changed many 
times and may be changed again, and 
“therefore does not warrant a perma- 
nent change in the capital structure of 
the company”; that the Department 
was unable to set forth in a certificate 
to the secretary of the common- 
wealth a purpose within G.L.(Ter. 
Ed.) Chap 164, § 14, as amended for 
which the issue of preferred stock is 
reasonably necessary; that the De- 
partment in its opinion could not 
properly certify that the proposed in- 
terchange was reasonably necessary 
for the company’s business; and that 
it was only reasonably necessary for 


the benefit of the most recent indirect 
investors in the company’s stock. 
General Laws (Ter.Ed.) Chap 155, 
§ 18, provides in part that every cor- 
poration, with exceptions not here ap- 
plicable, may issue preferred stock to 
an amount not exceeding at any time 
the amount of the general stock then 
outstanding. See Chap 164, § 6(d). 
Chapter 164, § 10, provides in sub- 
stance that gas and electric companies, 
unless otherwise expressly provided, 
may increase their capital stock by 
such amounts as may be authorized 
by the department in accordance with 
§ 14 and may reduce their stock, sub- 
ject to the provisions of Chaps 164 
and 158. Chapter 164, § 11, provides 
that no gas or electric company, with 
an exception not here applicable, shall 
“issue any share of stock to any per- 
son” unless the par value or the price 
thereof “is first paid in cash to its 
treasurer.” Chapter 164, § 14, as 
amended by Stat 1935, Chap 222, is 
the principal section conferring upon 
the Department power to regulate the 
issue of stock by gas and electric com- 
panies. The part of this section as 
amended with which we are especially 
concerned reads: “Gas and electric 
companies shall issue only such 
amount of stock and bonds, and of 
coupon notes and other evidences of 
indebtedness payable at periods of 
more than one year after the date 
thereof, as the Department may from 
time to time vote is reasonably neces- 
scary for the purpose for which such 
issue of stock, bonds, coupon notes, or 
other evidences of indebtedness has 
been authorized.” This section furth- 
er provides that a certificate of the 
vote of the Department shall be filed 
in the office of the “state secretary,” 
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and that “No application for the ap- 
proval of an issue of stock shall be 
made unless authorized by vote of the 
incorporators, if an original issue, or 
of the stockholders if an increase of 
stock, passed not more than four 
months prior to such application; but 
a vote of the stockholders to increase 
the capital stock may be passed before 
or after the decision of the Depart- 
ment.” Sections 18 and 19 of the 
same chapter, applicable in cases of 
an increase of stock, contain provi- 
sions as to the price at which shares 
may be issued and the manner of their 
sale and define the powers of the De- 
partment relative to these matters. 

[2] The plaintiff contends that 
Chap 164, § 14, gives the Department 
no power to pass upon the reasonable 
necessity of new issues of stock which, 
like those here involved, are merely 
rearrangements of the capital struc- 
ture of a company but which do not 
increase the total amount of its cap- 
ital stock. This contention cannot 
prevail. No doubt the prevention of 
overcapitalization was a prime object 
of the legislature in enacting this and 
predecessor statutes, but the history 
of the section as disclosed in decisions 
of this court and the construction 
there given to it refuse the view that 
the legislative purpose was to be ac- 
complished solely through limitation 
upon the total amount of stock to be 
issued. 

In Attorney General v. Massachu- 
setts Pipe Line Gas Co. (1901) 179 
Mass 15, 20, 21, 60 NE 389, 390, 
this court, referring to Stats 1894, 
Chap 450, § 1, the original source 
from which the present § 14 derives, 
said: “It prescribes the terms on 
which, and the method by which, such 
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[16] 241 


a corporation can issue capital stock 


divided into shares. As to the right 
of a corporation to fix the amount of 
its stock and to issue stock, it pre- 
scribes a prerequisite on which the 
right to act depends. We think that 
the elaborate requirements of § 1 
of this statute were intended to be 
fundamental, underlying the entire 
statutory authority of such corpora- 
tions to issue stock.” 

[3] In Fall River Gas Works Co. 
v. Gas & E. L. Comrs. (1913) 214 
Mass 529, 537, 538, 102 NE 475, 
479, the court said: “It is 
to be noted that within its sphere 
of action the statute applies to every 
issue of stock, whether it be the first 
or any subsequent issue, and is abso- 
lute,” and “In view of the legislation 
leading up to Rev Stats 1894, Chap 
450, and of the obvious reasons, so 
far as respects the public served by 
these corporations, and reasons some- 
what different but equally obvious so 
far as respects the bondholders and 
stockholders, for a change which 
should result in an authoritative and 
more efficient enforcement of the law 
as to the issue of stock, we are of 
opinion that it was the manifest pur- 
pose and legal effect of this statute, 
reénacted in R.L. Chap 109, § 24, to 
change the whole method of the is- 
sue of stock by the public service cor- 
porations therein named, and to take 
away from such corporations and to 
vest in public officers the right to 
determine the general question of the 
reasonable necessity of the issue. And 
the decision of the Board is final, un- 
less based upon some error of law.” 
This case, as we interpret it, holds 
that notwithstanding the apparent 
emphasis upon “amount” in the word- 
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ing of the section the intent of the 
legislature was to confer upon the 
Board jurisdiction to determine not 
only whether the amount of the pro- 
posed issue is necessary for the pur- 
pose for which it is authorized but 
also whether it is necessary to issue 
any stock at all for that purpose.” 
In Bulkeley v. New York, N. H. & 
H. R. Co. (1914) 216 Mass 432, 436, 
437, 103 NE 1033, 1035, this court 
said: “It is apparent from this re- 
view of statutes that the progressive- 
ly developed policy of the common- 
wealth has been to regulate and super- 
vise the issue of stock and obligations 
by railroad corporations in such a way 
as to prevent stock watering or fi- 
nancial exploitation of such corpora- 
tions. In earlier years statutes laid 


down general rules controlling the con- 
duct of railroad corporations, but 
leaving the execution to the judgment 


of the stockholders and officers of the 
corporations. Since 1894, through 
the instrumentality of a public board, 
supervision of this corporate judg- 
ment has been required, to the end 
that only such and so great financial 
obligations should be issued as would 
meet the reasonable necessities of the 
corporation. This policy has been 
manifested as to other public service 
corporations, such as gas and electric 
light companies, aqueduct companies 
and street railway companies. See, 
for a discussion of this policy histori- 
cally considered, Fall River Gas 


Works v. Gas & E, L. Comrs. (1913) 
214 Mass 529, 102 NE 475.” 
Enough has been said to show not 
only that the wording of the statute 
is sufficiently comprehensive to in- 
clude all issues of stock, bonds, cou- 
pon notes, and other evidences of in- 
debtedness, whether or not they in- 
crease the total capitalization or the 
total indebtedness of the company, 
but also that in instances where there 
is no such increase there neverthe- 
less remains a substantial question 
for the Department to decide—the 
question whether the proposed issue 
in any amount is reasonably necessary 
in the circumstances existing. In- 
deed, it would seem that if the pub- 
lic is to be effectively guarded against 
the evils of overcapitalization, con- 
trol cannot end with decisions merely 
that the amounts sought to be issued 
are reasonably necessary to be ex- 
pended for the purposes intended, but 
must go farther and determine wheth- 
er the purposes themselves are rea- 
sonably necessary. Overcapitaliza- 
tion can be brought about by issuing 
securities for purposes that are not 
reasonably necessary as well as by 
issuing them in amounts that are not 
reasonably necessary. In Public 
Service Commission v. New York & 
Richmond Gas Co. (1935) 244 App 
Div 398, 9 PUR(NS) 486, 279 NYS 
824, the court held that a change of 
common shares to preferred shares 
without voting privileges was an is- 





2It is true that in the Fall River Gas 
Works Co. Case, near the end of its opinion, 
the court held that the Commissioners were 
in error in refusing approval on the ground 
taken by them that the company shorld have 
used its accumulated profits instead of seek- 
ing an additional stock issue (see 214 Mass 
at pp. 538, 539, 102 NE at pp. 479, 480), and 
it seems probable that the legislature by Stats 
1914, Chap 742, § 39, added what is now the 
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second sentence of G. L. (Ter. Ed.) Chap 164, 
§ 14, in order to change the effect of that 
decision on that point. But we cannot agree 
with the plaintiff that this change in the 
statute had the effect of limiting the powers 
of the controlling board as broadly defined 
in the earlier parts of the opinion to which 
we have referred above. Rather its effect 
was to remove the single restriction which the 
opinion had placed upon those powers. 
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sue of stock within the terms of the 
regulatory statute. Compare Public 
Service Commission v. Consolidated 
Gas, E. L. & Power Co. (1925) 148 
Md 90, 129 Atl 22, holding that un- 
der the statute of Maryland a change 
of existing stock from stock with par 
value to stock without par value on a 
basis of one to four was merely an 
alteration in the number and form 
of the shares and did not require the 
approval of the Commission. 

[4, 5] We do not find any error of 
law affecting the decision of the De- 
partment. Since the cases just cited 
show that the words “reasonably nec- 
essary” are not employed solely with 
reference to the amount of a pro- 
posed issue but refer also to the ne- 
cessity of the issue itself, it follows 
inevitably that the Department must 
inquire whether the declared purpose 
of the proposed issue is in fact in the 
circumstances a reasonably necessary 
purpose. And having in mind that 
the function of the Department is the 
protection of public interests and not 
the promotion of private interests, we 
think that “reasonably necessary” 
means reasonably necessary for the 
accomplishment of some purpose hav- 
ing to do with the obligations of the 
company to the public and its ability 
to carry out those obligations with the 
greatest possible efficiency. At the 
hearing before the Department the 
burden of proof was upon the plain- 
tiff to establish a reasonable neces- 
sity of this kind. We think that the 
decision of the Department discloses 
a correct understanding of its duties 
and an effort to perform them. The 
Department cited at length the stat- 
utes and decisions to which we have 
referred in this opinion. The Depart- 
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ment held that the statutes do not au- 
thorize a stock issue “except to meet 
the reasonable necessities of the busi- 
ness of the corporation.” It found in 
substance that the proposed inter- 
change of stock was not reasonably 
necessary for the company’s business ; 
that it was reasonably necessary only 
for the benefit of certain investors in 
the stock; and that the Department 
could not certify “a purpose contem- 
plated by said section [G. L. (Ter. 
Ed.) Chap 164, § 14], for which the 
issue of preferred stock is reasonably 
necessary.” 

[6, 7] Whether the issue was rea- 
sonably necessary for the business of 
the company, that is, to enable it to 
carry on efficiently the public service 
of supplying gas, was a question for 
the Department and not the court to 
decide. The only grounds on which 
it might be found that the issue was 
reasonably necessary for this purpose 
which were suggested by the evidence 
before the Department or the argu- 
ment here were (1) that preferred 
stock is more salable than common 
stock and that an issue of preferred 
stock now would become established 
in the market and be of assistance in 
the future in enabling the company 
to sell still more stock to obtain the 
capital needed for future improve- 
ments, and (2) that the new issue 
would enable the present holders of 
stock to sell nonvoting preferred stock 
without impairing the right of the 
company to file a joint tax return with 
the American Utilities Associates and 
so to escape annually about $40,000 
of Federal taxes which the company 
would have to pay if the holders sold 
their present common stock. We do 
not hold that the Department could 
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not discover in these considerations 
ground for finding that a reasonable 
necessity for the new issue existed 
affecting the capacity of the company 
to serve the public. We hold only 
that the failure of the Department to 
be convinced by them that such ne- 
cessity existed was not error of law. 
Whether the substitution of preferred 
stock with limited voting rights and 
preferred claims upon dividends for 
half the common stock with full vot- 
ing rights and no preferred claims 
would or would not serve the true 
interests of the company in its public 
aspects depended upon many consider- 
ations about which opinions might 
well differ. And the possibility of 
saving taxes presents no question of 
law. Taxes had been saved and might 
continue to be saved without the new 
issue in consequence of the interest 
in saving them of the holder of 98 
per cent of the stock. On the other 
hand, a sale by the holder at any 
time might destroy the tax saving, 
and an issue of preferred stock would 
furnish no guaranty against a sale. 
As the Department suggests, the tax 
laws might be amended. To what 
extent the tax argument ought to 
prevail as a reason for permanently 
changing the corporate structure by 
setting up preferred stock was also 
a matter about which opinions might 
differ and was for the Department to 
decide. 


The statement in the decision of the 
Department: “The circumstances of 
this transaction are such that to so 
extend G. L. Chap 164, § 14, as to 
make it apply to this and other cases 
in which mere stock readjustments 
were involved might result in serious 
injury to the public interest, and it 
is not desirable in the public interest 
in the best exercise of our judgment 
and discretion,” when read in connec- 
tion with the rest of the decision, 
seems to us to mean only that the De- 
partment is not required by G. L. 
(Ter. Ed.) Chap 164, § 14, to approve 
as reasonably necessary from the 
public standpoint “mere stock read- 
justments” such as are involved in 
this case, which are not shown to be 
desirable in the public interest and 
may be injurious to that interest. Such 
“readjustments” could hardly be “rea- 
sonably necessary.” If the statement 
means any more than this, it neverthe- 
less does not affect with error of law 
the crucial findings and rulings con- 
tained in the decision. 

We have not found it necessary to 
deal with the defendants’ contention 
that the proposed issue of preferred 
stock would be invalid on the ground 
that the par value or price of the pre- 
ferred shares to be issued by the 
company would not be “first paid in 
cash to its treasurer” as required by 
G. L. (Ter. Ed.) Chap 164, § 11. 

Bill dismissed. 
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SCHIVERA v. LONG ISLAND LIGHTING CO. 


NEW YORK SUPREME COURT, NASSAU COUNTY 
George R. Schivera 
v. 
Long Island Lighting Company et al. 


— Misc —, — NYS2d — 
February 27, 1946 


CTION by applicant for utility service for order directing com- 

pany to furnish gas and electric service and for injunction 

to restrain union from interfering; motion to dismiss denied, 

utility company directed to furnish service, and union enjoined 

from interference. For decision of higher court reversing deci- 

sion herein, see post, p. 248. See related case before Commis- 
sion in (1945) 62 PUR(NS) 1. 


Injunction, § 2 — Union interference with service — Labor dispute. 

1. The Labor Injunction Statute has no application in an action by a home 
owner seeking an order directing a public utility company to furnish gas 
and electric service and to enjoin a labor union from continuing a course 
of conduct preventing the furnishing of such service, since the case does 
not involve and does not grow out of a labor dispute as contemplated b 
the statute, where the labor union is seeking union contracts with all build- 
ers and has placed pickets about a building development, p. 247. 


Labor, § 7 — Right to picket — Limitations. 
2. Inviolable as is the right of free speech, which is the basis of the right 
to picket, it has its limits, and the results of its exercise are unduly severe to 
persons not concerned where workmen in the building trade picket a build- 
ing development in such a way as to interfere with the furnishing of gas 
and electric service to the purchaser of a home in the development, p. 247. 


Service, § 143 — Duty to serve — Interference by pickets. 
3. A public utility company should be directed to furnish service to the 
purchaser of a home in a building development, upon his performance of 
all legal requirements by the company, where a union is picketing the en- 
trance to the building development and employees of the utility company 
have refused to cross the picket line, in a case where the union is being 
enjoined from interfering with the furnishing of service, p. 247. 


Injunction, § 21 — Picketing — Interference with utility service. 
4. A union which is picketing the entrance to a building development in 
order to induce a builder to enter into a union contract, with the result that 
the purchaser of a home is being deprived of gas and electric service be- 
cause utility employees have refused to cross the picket line, should be 
enjoined from doing any act which will result directly or indirectly in de- 
245 62 PUR(NS) 
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priving the home owner of gas and electric service to which he is entitled, 


p. 247. 


APPEARANCES: Baer & Marks 
Donald Marks of Counsel, Attorneys, 
for plaintiff; Charles G. Blakeslee, 
Attorney, for Long Island Lighting 
Company; Delson, Levin & Gordon, 
I. Cyrus Gordon of Counsel, Attor- 
neys, for Building and Construction 
Trades Council of Nassau and Suf- 
folk Counties. 

Jounson, J.: By this action the 
plaintiff seeks an order directing the 
defendant, Long Island Lighting Com- 
pany, to furnish him gas and electric 
service and further seeks to enjoin the 
defendant, Building and Construction 
Trades Council of Nassau and Suffolk 
counties, from continuing a course of 
conduct preventing the furnishing of 
such service. 

Although the plaintiff has not fol- 
lowed strictly the provisions of Gen- 
eral Associations Law, § 13, in mak- 
ing the council a party to this action, 
the treasurer of the council was served 
with process and has submitted an af- 
fidavit herein. Inasmuch as this has 
been done, the proceedings will be 
deemed amended by adding as a de- 
fendant Robert Forrester, as treasurer 
of the council. 

The facts are not in dispute. The 
defendant council represents workmen 
in the building trades. It is seeking to 
secure union contracts with all build- 
ers in Nassau county and many build- 
ers have entered such contracts. At 
least one builder, Levitt & Sons, Inc., 
has thus far declined to enter into any 
union agreement and, as a result, the 
council has placed pickets about the 
location of the Levitt operations. One 
Levitt development, the one in ques- 
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tion here, is located at Roslyn and con- 
sists of twenty or more houses in vari- 
ous stages of construction. The phys- 
ical layout of the tract is important. 
It consists of several acres which has 
been divided into building plots which 
front on roads laid out and constructed 
by the developer. There is only one 
entrance or road leading from a public 
highway into the whole development. 
In this development, the plaintiff has 
purchased a dwelling which he desires 
to occupy and upon which the town of 
North Hempstead has issued its cer- 
tificate of occupancy. Application has 
been duly made to the defendant, Long 
Island Lighting Company, for gas and 
electric service which the Lighting 
Company professes to be quite ready 
to furnish; but the council’s pickets 
are placed at the only entrance of the 
Levitt tract and certain union employ- 
ees of the Lighting Company refuse to 
pass this picket line. 

Plaintiff seeks a peremptory order 
to compel the furnishing of the service 
and an order enjoining the council 
from continuing its picketing in such 
a manner as to prevent furnishing of 
the service. 

The defendant council disclaims any 
intention of picketing the plaintiff. 
It insists that its quarrel is only with 
Levitt and its only purpose is to picket 
peacefully and with a limited number 
of pickets the entrance to the Levitt 
tract, the streets within which it is 
prevented from entering, they not hav- 
ing been finally accepted as public 
highways. The fact that the Lighting 
Company has a statutory duty to fur- 
nish gas and electric service to the 
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SCHIVERA v. LONG ISLAND LIGHTING CO. 


plaintiff upon due application (Trans- 
portation Corporations Law, § 12) is 
viewed by the council as being beyond 
its control and any interference with 
the plaintiff’s right and the company’s 
duty as a result of the council’s exer- 
cise of its legal right to picket is as- 
serted by it to be none of its concern. 
The question to be decided is, there- 
fore, quite clear. Is the plaintiff, the 
owner of a house, to be deprived of 
his right to have gas and electricity 
furnished to him by a public utility 
corporation because that house hap- 
pens to be in a block or development 
where the majority of the surround- 
ing houses are being constructed by 
a nonunion builder, which develop- 
ment is being picketed by a union 
group in its endeavor to compel the 
nonunion developer to enter nto a con- 
tract with it? 

In expounding their respective 
views, all parties to the action have 
submitted affidavits and memoranda. 
No authority directly in point has been 
called to the court’s attention. 

[1] The council contends that the 
proceeding is governed by Civil Prac- 
tice Act, § 876-a, and moves to dis- 
miss the motion and the complaint for 
noncompliance with that section. In 
my opinion, Civil Practice Act, § 
876-a , has no application to the situa- 
tion. This case does not involve and 
does not grow out of a labor dispute, 
as contemplated by that section (Reif 
v. Randau [1937] 166 Misc 247, 1 
NYS2d 515). Neither the plaintiff 
nor Long Island Lighting Company 
is in any wise concerned, nor can either 
possibly be concerned in the contro- 
versy between Levitt and the council. 
The union not only asserts no right to 
picket the plaintiff, it disclaims any 


intention of doing so. Rather, it con- 
tends that the deprivation of the plain- 
tiff of the gas and electric service to 
which he is by law entitled is an in- 
escapable and irredressible by-product 
of its right to bring its grievance 
against Levitt to the attention of 
Levitt’s employees, contractors, and 
possible customers by peaceful picket- 
ing. 

[2-4] Inviolable as is the right of 
free speech, the basis of the right to 
picket, it has its limits, and in this 
case, in my opinion, the results of its 
exercise are unduly severe to persons 
not concerned in the discussion. The 
Supreme Court of the United States 
in Bakery & Pastry Drivers & Help- 
ers v. Wohl (1942) 315 US 769, 
86 L ed 1178, 62 S Ct 816, declared 
(p 775): “A state is not required 
to tolerate in all places and all cir- 
cumstances even peaceful picketing 
by an individual.” By interfering 
with the right of the plaintiff to the 
performance of a statutory duty owed 
him by the defendant, the council is, in 
the language of that court, embarrass- 
ing the state in its task of governance ; 
the means which have been adopted 
to make its grievances known to the 
public have created oppressive and un- 
lawful repercussions upon the interests 
of the plaintiff, a stranger to the is- 
sue. 

Accordingly, the motion to dismiss 
is denied and the defendant lighting 
company will be directed to furnish 
service as prayed for by the plaintiff 
upon performance of all legal require- 
ments by the plaintiff ; and the defend- 
ant council, its officers and agents will 
be enjoined from doing any act, as de- 
tailed in the notice of motion, which 
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will result directly or indirectly in de- 
priving the plaintiff of the gas and 


electric service to which he is entitled. 
Settle order on notice. 





NEW YORK SUPREME COURT, APPELLATE DIVISION, 
SECOND DEPARTMENT 


George R. Schivera 


Long Island Lighting Company et al. 


— App Div —, — NYS2d — 
March 20, 1946 

PPEAL by Robert Forrester, as treasurer of Building and 
Construction Trades Council of Nassau and Suffolk coun- 

ties, from order of Supreme Court entered March 1, 1946, deny- 
ing motion to dismiss complaint and granting motion for tempo- 
rary injunction restraining union interference with installation 
of gas and electric service by Long Island Lighting Company; 
order reversed, motion for temporary injunction denied, and mo- 
tion of appellant to dismiss complaint granted. For decision of 

court below see ante, p. 245. 


Injunction, § 2 — Union interference with service — Labor dispute. 
The Labor Injunction Statute, § 876-a of the Civil Practice Act, applies 
to an action by a home owner seeking to enjoin a labor union from con- 
tinuing a course of conduct preventing the furnishing of gas and electric 
service, since the case grows out of a labor dispute, where the labor union 
is seeking union contracts with builders and has placed pickets about a 


building development. 


By the Court: Appeal by defend- 
ant Forrester from an order denying 
his motion to dismiss the complaint 
in an injunction suit on the ground 
that § 876-a of the Civil Practice Act 
has not been complied with, and grant- 
ing plaintiff's motion for a temporary 
injunction. Order, in so far as ap- 
pealed from, reversed on the law, 
without costs, plaintiff’s motion de- 
nied, and the motion of defendant 
Forrester to dismiss the complaint 


granted, without costs. This case 
grows out of a labor dispute in which 
the disputants are the Building and 
Construction Trades Council of Nas- 
sau and Suffolk counties, and William 
Levitt & Sons, Inc., builders. Since 
§ 876-a of the Civil Practice Act ap- 
plies to “any case involving or growing 
out of a labor dispute,” plaintiff should 
have complied with the provisions of 
that section. We pass upon no other 
question. 
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COOPER v. PACIFIC GAS & ELECTRIC CO. 


CALIFORNIA RAILROAD COMMISSION 
Earl C. Cooper et al. 


Pacific Gas & Electric Company 


Decision No. 38206, Case No. 4750 
September 12, 1945 


OMPLAINT against alleged unlawful overcharges based on 
& cost fluctuations under bimonthly meter reading and billing 
rule; dismissed. 


Rates, § 143 — Minor cost fluctuations — Bimonthly meter reading — Emergency 
period. 

A complaint against the failure of an electric company to give effect in 
decreased rates to presumed savings from bimonthly meter reading should 
be dismissed, since under established rate-making practices it would be idle 
to attempt to reflect in electric rate schedules such minor cost fluctuations, 
especially during a period in which other and more important costs of op- 
eration have been sharply upward. 


* 


APPEARANCES: A. J. Harder, for 
complainants; George Sehlmeyer, for 
Calfornia State Grange; J. J. Deuel 
and Edson Abel, for the California 
Farm Bureau Federation; Martin 
McDonough, for Sacramento Munici- 
pal Utility District; R. W. DuVal, for 
defendant. 


RowELL, Commissioner: Com- 
plainants, Earl C. Cooper, and the 
twenty-four others above named, re- 
side in unincorporated areas adjacent 
to the city of Sacramento and are 
electre customers of Pacific Gas and 
Electric Company under its domestic 
service Schedule D-6. Complainants 
allege that when the company in Sep- 
tember, 1942, filed with the Commis- 
sion a tariff rule providing that meters 
would thereafter be read once each 


two months instead of monthly, but 
did not at the same time reduce its 
rates to reflect the savings in meter 
reading and collection expenses pre- 
sumably accruing from the application 
of such rule, its continued application 
of the rate schedule theretofore in 
effect has resulted in unlawful over- 
charges for which reparation should 
now be made. 

Hearings were had in this matter 
on March 8th and May 4th, but prior 
to the second hearing the complaint 
was amended to eliminate the prayer 
for a reparation award, it seemingly 
being conceded by counsel for com- 
plainants that the Commission would 
be without power to make such an 
order. 

The bimonthly meter reading rule 
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referred to is set forth in the margin.” 


Most utilities in this state were per- 
mitted by the Commission to file a 
similar rule. Such step was occa- 
sioned by labor shortage and by re- 
strictions upon the use of motor vehi- 
cles then being urged by other agencies 
in furtherance of the war effort. 

The evidence indicates that approx- 
imately one-fourth of the company’s 
electric customers have been placed on 
a bimonthly billing basis. The con- 
tention of complainants is that one- 
fourth of all the expenses incurred by 
the company that are assignable to its 
accounts 925 to 932 under the head 
of Customers Accounting and Collec- 
tion Expense would therefore repre- 
sent the average cost of billing those 
customers whose meters have been 
read bimonthly only, and that at least 
one-half this amount must be taken 
to have been saved by the company 
after adoption of the bimonthly rule. 
It is argued that all such savings 
should have been passed on to cus- 


tomers in the form of decreased rates. 
Testifying in his own behalf, com- 
plainant Cooper, estimated the saving 
accruing to the company to have aver- 
aged at least $3.70 per customer for 
each two months since bimonthly 
meter reading was introduced. 
Although this in brief is the theory 
upon which the filed complaint is 
founded, the testimony given by com- 
plainant Cooper reveals that his esti- 
mate of the claimed overcharge was 
arrived at by a very different reasoning 
process. What he asks, in effect, is 


that the company be required to com- 
pute bimonthly bills in a manner that 
would give each customer the benefit 
of the lowest energy charge that would 
have been applicable had his electric 
use over the two-months’ period in 
fact been used in one month only. 


This claim can best be illustrated by 
the following computation of charges 
under the D-6 Schedule, as explained 
by Mr. Cooper: 





1 Emergency Rule and Regulation A-2. Bi- 
monthly Meter Reading and Billing. 

In order to conserve rubber tires and man 
power during the war emergency, the special 
rules set forth below on this sheet are estab- 
lished, and any other rule or regulation, rate, 
or contract, of this company on file with the 
Railroad Commission and inconsistent here- 
with shall be taken as suspended or modified to 
the extent necessary to remove such inconsist- 
ency. 

1. For all customers served by the company, 
except customers for whom demand meters are 
used, electric meters may, at the option of the 
company, be normally read at intervals of ap- 
proximately two months instead of one month. 

2. The charge for service rendered in each 
2-month period will be computed at the appli- 
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cable filed rate schedule by doubling the 
monthly service charge, demand charge, or 
minimum charge, and the number of kilowatt 
hours to which each block rate is applicable 
on a monthly basis. 

3. Bills for service supplied during each 
such 2-month period shall be rendered prompt- 
ly after the close of such period and shall be 
payable in the same manner as monthly bills 
heretofore rendered. 

4. Where bimonthly meter reading is estab- 
lished, opening and closing bills and bills for 
irregular periods will be computed in accord- 
ance with Rule and Regulation No. 9, except 
that periods of fifty-four to sixty-six days, 
both inclusive, will be considered as two 
months. 
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COOPER v. PACIFIC GAS & ELECTRIC CO. 


Computation of Asserted Minimum? Overcharge Based upon Assumed 
Bi-monthly Consumption of 400 Kw. Hr. 


Bi-monthly According to Sched. D-6 
Bill & Rule & Regulation A-2 
Mr. Cooper’s Monthly Bi-monthly 
Basis Basis Bases 8 
(1) (2) (3) 
Service Charge per meter per month .......+-eeeees banees $1.20 $ .60 $1.20 
Energy Charge 
Ist 40 kw. hr. per meter per month at 4.5¢ .......... 1.80 1.80 3.60 
Next 60 kw. hr. per meter per month at 3.0¢ .......... 1.80 1.80 3.60 
Next 100 kw. hr. per meter per month at 2.5¢ .......... 2.50 2.50 5.00 
Next 200 kw. hr. per meter per month at 1.2¢ .......... 2.40 
Total Bi-cnonthiy. Bill 400 tow. bee. oi ciseccscccsccscvccsces 9.704 6.704 13.404 
Asserted Overcharge ($13.40-$9.70) .......ccceccccceccece 3.70 


It is evident from the method of 
computation that the $3.70 represents 
nothing more than a 200 kilowatt-hour 
consumption price at the terminal rate 
of 1.2 cents rather than at the rates 
specified in the first three energy 
blocks. That this concept.is entirely 
inconsistent with the design of the 
schedule is at once clear when one 
realizes that this differential is in- 
cluded in the schedule on a monthly 
basis as compensation in part for the 
annual fixed charges associated with 
all of the facilities and activities neces- 
sary to render the servce. If it were 
collected only six times a year instead 
of twelve, the company would not be 
fully compensated on an annual basis.® 
This principle was recognized in the 
terms of Rule and Regulation A-2 
heretofore quoted. It is apparent 
from the testimony that such savings 


as may have been made as a result of 
the bimonthly billing practice are rela- 
tively insignificant. | Complainants 
originally estimated that 4 of the aver- 
age cost of customer accounting and 
collection expense represented a sav- 
ing, when reduced to a customer basis, 
which amounted to approximately 10 
cents per month. Eliminating the in- 
crease in other expenses, the company 
estimated the saving to be something 
in the nature of 50 cents to $1 a year. 
Evidence further showed, however, 
that such savings as initially arose as 
a result of the practice have been 
largely offset by increases in other 
costs. The following tabulation pre- 
pared from Defendant’s Exhibit 3 in- 
dicates the trend of the average cost 
per customer for customer accounting 
and collection expense: 





2 The terminal rate for the months October 
to May is .9 cent instead of 1.2 cents increas- 
ing the asserted overcharge under the same 
theory to $4.30 for the bimonthly period. 

8 See § 2 of Rule and Regulation A-2. Supra. 

#200 kilowatt-hour usage in one month 
(col. 2)—billing $6.70, 2 months at 200 kilo- 
watt-hours each 2x $6.70 or $13.40. The 
$13.40 billing is that required under bimonthly 
billing procedure as set forth in col. 3. This 
$13.40 compares with the $9.70 (col. 1) urged 
by complainants. If the consumption of 400 
kilowatt-hours were all in one month, the bill 
would be 60 cents less than col. 1, or $9.10. 


5 The inequality of complainants’ method 
may be further illustrated if it be assumed that 
meters be read and billing be made less fre- 
quently, once in six months or even but once 
a year; in the latter case, following complain- 
ants’ method, billing would be reduced from 
$80.40 to $33.10 or more than 58 per cent (on 
basis of 200 kilowatt-hours per month), 
though if it be assumed all customer account- 
ing and collection expense be saved, that is, 
include no charge at all, such expenses would 
perhaps amount to less than 5 per cent of the 
total expenses exclusive of a return on the 
investment. 
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Average Cost Per Customer 
Customers Accounting and Collecting Expense—Total 


San Francisco Division 
Shasta Division 
Sacramento Division 


1939 


1941 


2.84 
1.90 
6.62 
3.41 


1940 1942 


2.81 
1.89 
6.11 
3.43 


Average Cost Per Customer 
Meter Reading—Collecting—Billing and Accounting—Only 


Sacramento Division 


It will be noted from the table that 
while the average cost during 1943 
indicates a reduction in these average 
costs which may be partly due to the 
operation of bimonthly billing practice 
throughout that year, it is also true 
that in the aggregate these costs have 
risen and that the average cost for 
1944 exceeds comparable figures for 
1941, which was the first full year in 
which Schedule D-6 in its present 
form was effective. 

It is further true that in establish- 
ing rates this Commission looks first 
to the over-all net revenues of the 
utility. From a consideration of the 
expenses necessary to operate, the 
requisite gross revenues can then be 
determined. These gross revenues 
are in turn allocated to the various 
classes of service, and further sub- 
divided into zone classifications for 
certain classes. In making these al- 
locations a great many factors are 
involved. Among the more important 
are the history of the rate, cost to 
serve, and the general load char- 
acteristics of each of the principal 
classes of service. Under the circum- 
stances, therefore, it would be idle 
to attempt to reflect in the rate 
schedules such minor fluctuations in 
cost as are here involved, especially 
during a period in which other and 
more important costs of operation 
have been sharply upward. 

Complainants have been led into 
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238° 250. 277 2.67 2.68 
error, first, by assuming that relative- 
ly minor fluctuations of individual 
costs, either increases or decreases, 
can be immediately reflected in ap- 
propriate rate-schedule __ revisions; 
second, in attempting to evaluate as- 
sumed savings arising from a bi- 
monthly practice by means of a meth- 
od which is not only diametrically 
opposed to the basis upon which the 
rate schedule is predicated, but which 
resulted in an estimated saving which 
exceeded by 70 per cent the total of 
all of the costs, a part of which were 
assertedly saved. 

I recommend the following form of 
order : 


ORDER 


Public hearings having been held on 
this complaint, the matter having been 
submitted, and the Commission being 
fully advised in the premises ; 

It is hereby found that the com- 
plaint and the matters complained of 
are unwarranted and without founda- 
tion either in theory or in fact, and 
that as to the matters complained of, 
defendant, Pacific Gas and Electric 
Company, has in all respects duly com- 
plied with its filed tariff Schedule D-6 
and its filed Emergency Rule and 
Regulation A-2. 

It is hereby ordered that the com- 
plaint of Earl C. Cooper, et al, shall 
be and is hereby dismissed. 
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COOPER v. PACIFIC GAS & ELECTRIC CO. 


For the purpose of filing a petition 


The foregoing opinion and order 


for rehearing, the effective date of are hereby approved and filed as the 
this order shall be the twentieth day opinion and order of the Railroad 


from and after the date hereof. 


Commission of the state of California. 





KENTUCKY PUBLIC SERVICE COMMISSION 


Re Lexington Telephone Company 


Case No. 1298 
March 1, 1946 


PPLICATION for authority to convert telephone exchange to 
d \ rotary dial automatic system and to inaugurate revised 
rates; granted except as to rate proposals. 


Service, § 436 — Telephone — Conversion to automatic system. 


1. A telephone company should be authorized to acquire the necessary real 
estate, erect a building thereon, and acquire and install central office equip- 
ment and other facilities necessary to convert its existing manual system 
to a rotary dial automatic system, where no objection is made to conver- 
sion and it appears that this would be in the interest of better service, 


p. 253 


Rates, § 152 —Increase before capital improvement — Conversion to automatic 


telephone. system. 
2. Authority to inaugurate increased telephone rates when authority is 
ted for conversion of a manual system to a rotary dial automatic sys- 
tem should be denied without prejudice to the rights of the company to 
seek an adjustment after actual costs of conversion are known and when 
estimates of operating revenues and expenses can be based upon conditions 
then prevailing, p. 254. 


* 


By the CoMMISSION: 

[1] This application was filed by 
the Lexington Telephone Company on 
August 11, 1945, seeking an order of 
this Commission authorizing the Com- 
pany to acquire certain real estate and 
to erect a building thereon, and to 
acquire and install central office equip- 
ment and other facilities necessary 
to convert its existing manual system 
to a rotary dial automatic system, and 
upon the completion thereof to in- 


crease its rates in accordance with a 
proposed schedule set out in the appli- 
cation. The city of Lexington and 
the Office of Price Administration in- 
tervened and protested the proposed 
increase in rates. A hearing was held 
on September 25, 1945, followed by 
a further hearing on November 15, 
1945, and thereafter briefs were sub- 
mitted on behalf of the company and 
of the Office of Price Administration. 
No objection was made to the proposed 
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conversion to the dial system, and the 
Commission is of the opinion that the 
conversion should be made in the in- 
terest of better service. That part of 
the application will be granted along 
with the right to acquire the necessary 
real estate and to erect the appropriate 
building thereon as set out in the ap- 
plication. 

[2] With its application, and made 
a part thereof, the company filed as 
Exhibit No. 1 a comparative balance 
sheet as of June 30, 1945, and pro 
forma balance sheet as of the date im- 
mediately after conversion. Upon the 
hearings the balance sheet as of June 
30, 1945, was not attacked, but as a 
matter of precaution, the Commission 
directed its staff to check this data 
both from an accounting and from an 
engineering standpoint. This study 
continued for some time. It began 
with the original cost study which 
this Commission made of the com- 
pany’s properties as of July 31, 1943, 
and brought that study down to June 
30, 1945, and it indicated that the 
exhibit was satisfactory as a current 
balance sheet. The Commission’s 
staff’s report shows: 


1. Telephone Plant. 

The total telephone plant as of June 
30, 1945, per company books in the 
amount of $3,945,582.92 consisted 
of : 


Telephone plant in service (at 
original cost) 

Utility plant acquisition adjust- 
ments (tangible property) ... 

Telephone plant acquisition ad- 
justments (intangible proper- 
ty) 320,520.74 

Construction work in progress 18,609.61 


$2,844,133.38 
762,319.19 


$3,945,582.92 


In connection with the above we ex- 
amined the company books, the vari- 
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ous journal entries, and other data 
supporting this total, and found that 
they were reasonable and in accord- 
ance with the Uniform System of 
Accounts as prescribed by this Com- 
mission and the Federal Communica- 
tions Commission (this amount is also 
in accordance with the figure set out 
in the company’s application in Case 
No. 1298, Lexington Telephone Com- 
pany to convert to automatic dial). 


2. Work Orders. 

Our analysis of work orders was 
confined to a spot check of the years 
1943, 1944, and 1945 as time pre- 
vented a complete analysis, but a suf- 
ficient number of completed work 
orders representative of the various 
years were examined to enable us to 
satisfy ourselves that the estimates and 
methods being used by the company 
were reasonable. Where there was a 
large variation between the estimated 
and actual cost on any work order, 
these amounts or differences were dis- 
cussed with the company, and in all 
cases the reasons were justified either 
by the work order itself or by dis- 
cussion. 

The staff also investigated the cost 
of the proposed new central office 
equipment which the applicant esti- 
mates at $1,540,000, and of the pro- 
posed new building estimated at $501,- 
135, and reported as follows: 


3. Central Office Equipment. 

In establishing the cost figure of 
$1,540,000 for the central office equip- 
ment associated with the conversion 
in Lexington, Kentucky, the company 
used an average cost of $100 per line 
for the equipment to be installed. This 
basic price of $100 per line had been 
determined from the successful bidder’s 
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quotation on 13,400 lines. After ac- 
ceptance of the original quotation in 
July, 1945, a more complete engineer- 
ing review “of the exchange require- 
ments indicated that an additional 
2,000 lines, or a total of 15,400 lines, 
would be needed. 

In view of the fact that the detailed 
engineering on the part of the supplier 
had not progressed beyond the pre- 
liminary stages at the time the 2,000 
line addition was found necessary, the 
extra 2,000 lines were estimated at the 
average price covered by the original 
contract. In this manner the power 
and other associated equipment was 
increased in direct proportion to the 
2,000 line addition. Therefore, since 
the entire installation was expanded 
proportionately the same unit price of 
$100 per line was applied throughout. 
The $1,540,000 figure contains only 
materials and labor and does not in- 
clude any provision for miscellaneous 
charges or overheads, such as super- 
vision, engineering, etc. 


4. Building Costs, Lexington, Ken- 
tucky. 

Building costs in the amount of 
$501,135 are based upon the com- 
pany’s experience in constructions of 
this type, and is estimated at 60 cents 
per cubic foot. The company’s ex- 
perience for similar construction in 
1940 was 61 cents per cubic foot. 
Likewise, similar construction in 1942 
averaged 61.3 cents per cubic foot, but 
due to the great amount of cubical 
content in the proposed Lexington 
building it is thought that the over-all 
cost per cubic foot will not exceed 60 
cents. The amount $501,135 consists 
of material and labor only, no provi- 
sion being made as yet for overheads, 
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such as engineering and supervision, 
and other miscellaneous charges. 

The estimated costs incident to the 
proposed conversion and the estimates 
of operating revenues and expenses 
after conversion are probably as ac- 
curate as can be made at this time. 
They were testified to by officials of 
the company and were not contradicted 
by any substantive evidence. They 
constitute ample basis to support the 
proposed increase in rates set out in the 
application as amended. On the other 
hand, this Commission recognizes that 
at this particular time it is difficult 
to estimate accurately the costs of 
building materials and of labor for the 
next two years. Moreover, estimates 
of the company’s operating revenues 
and expenses for ihe period following 
conversion can be made with greater 
accuracy after conversion has actually 
taken place some two years hence. 
For that reason this Commission can 
consider the company’s proposed in- 
crease in its rate schedule more in- 
telligently after the actual costs of con- 
version are known, and when estimates 
of operating revenues and expenses 
can be based upon conditions then pre- 
vailing. 

It is urged by the company that if 
the Commission grants the proposed 
increase in rates at this time, the com- 
pany will be enabled to obtain moneys 
necessary for the conversion at a better 
advantage; but the operation of the 
Kentucky law respecting public utili- 
ty rates surrounds the prospective pur- 
chasers of the company’s securities, its 
prospective creditors and other inter- 
ested parties with the same degree of 
security and confidence as the present 
approval of the proposed rates would 
afford. The law requires this Com- 
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mission at all times to fix reasonable 
rates, and prospective creditors of the 
company may reasonably assume that 
the Commission will do so at the 
proper time so that the company may 
determine a reasonable rate upon its 
legitimate investment so long as it 
renders adequate service to the public. 
Indeed, if this Commission should fail 
in that respect, the courts of Kentucky 
are open to the company for redress. 
It would seem that this assurance of 
the statutory law, along with the duty 
of the Commission and of the courts 
of this commonwealth, to enforce it, 
are all of the guaranty which a pro- 
spective creditor has a right to expect, 
or which with propriety can be granted 
at this time. 

Nor need there be any delay in mak- 
ing the new rate schedule effective 
after conversion. The company may 
file at that time such cost data and re- 
vised estimates as may be pertinent, 
and make the new rates effective im- 
mediately. Even if the Commission 
suspended the new rates pending addi- 
tional hearing for the entire 240 days 
permitted by law, the company could 
post bond guaranteeing refund of the 
excess collected during the period of 
suspension over the new rates as final- 
ly approved and make them effective 
at once as provided by §§ 278.180 and 
278.190 of the Kentucky Revised 
Statutes. 

Therefore, that part of the applica- 


tion seeking authority to inaugurate 
revised rates will be dismissed without 
prejudice to the rights of the company 
to seek an adjustment of its rates at 
the proper time and in accordance 
with the applicable statutes. 

The Commission being advised, 

It is therefore ordered that the Lex- 
ington Telephone Company be and it 
hereby is granted a certificate author- 
izing it to acquire real estate and to 
construct thereon a building suitable 
to house its telephone exchange and 
other appropriate offices and service 
facilities, and to install rotary dial 
automatic switching equipment in its 
Lexington Exchange and to make 
any and all other additions and 
improvements to its telephone sys- 
tem generally that are appropriate 
for the efficient operation of rotary 
dial automatic telephone service in 
the company’s Lexington Ex- 
change. 

It is further ordered that that part 
of the Lexington Telephone Com- 
pany’s application seeking the author- 
ity of the Public Service Commission 
of Kentucky for its approval at this 
time of revised rates for telephone serv- 
ice to become effective upon the com- 
mencement of automatic service be and 
it is hereby dismissed without preju- 
dice to the rights of the company to 
seek an adjustment of its rates at any 
proper time in accordance with the 
applicable laws of Kentucky. 
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Industrial Progress 


Selected information about products, supplies, and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


New Maintenance Guide 
Issued by Stonhard 


A NEW, illustrated 8-page maintenance guide 
£1 of interest to public utilities, federal and 
state agencies, and municipalities has just been 
published by the Stonhard Company. 

This pamphlet is designed to serve as a 
handy reference for guidance in solving the 
maintenance problems arising in the operation 
of power plants, water works, sewage disposal 
plants, incinerators, filtration plants, etc. 

Typical of the many problems for which a 
solution has been outlined are hydroelectric 
dam and building maintenance, prevention of 
water loss from reservoirs, repair of receiving 
bin and charging room floors, acid-proof pro- 
tection in chlorinators, repairs to digesters, etc. 

A free copy may be obtained by addressing 
the Stonhard Company, 403 North Broad 
street, Philadelphia 8, Pennsylvania. 


American Kitchens School to 
Begin Course for Utilities 


T HE American Kitchens School on kitchen 
planning, selling, and installing, offered by 
the American Central Manufacturing Corpo- 
ration in Connersville, Indiana, will begin a 
special class composed entirely of home econo- 
mists and home service directors from various 
stores and utility companies on May 7th. 

The American Kitchens School covers the 
following subjects by means of slide films, 
chart presentations, and actual class participa- 
tion: Company and product; market ; displays ; 
locating prospects; selling the American 
kitchen; planning the American kitchen—pen- 
cil and paper method; planning the American 
kitchen with the new and improved “plan-a- 
kit”; advantages of American kitchens; clos- 
ing the sale; installing the American kitchen, 
and customer follow up. 

\s an addition, Lorine C. Mounce, director 
of kitchen planning, presents the American 
Plan for Kitchen Planning Service, along with 
several demonstrations. 

Students do actual work in problem rooms 
which are called the “duck soup” room and 
the “piece de resistance” room. In these rooms, 


“"MASTER*LIGHTS" 
® Portable Battery Hand Lights. 
© Repair Car Roof Searchlights 


© Hospital Emergency Lights 





CARPENTER MFG. CO 
197 Master-Light Bidg., Boston 45, 
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all the various objections that might sometime 
appear in kitchens are worked out with kitchen 
equipment. There is a final exam which takes 
place in the “Dagwood special” room. In this 
room, the students measure and plan an actual 
kitchen which has been purposely incorrectly 
layed out. : 

Throughout the three days, the course in 
general consists of eleven slide films, nine chart 
presentations, five motion pictures supplement- 
ing the above subjects, as well as actual work 
with product. 


Ideal Industries Adds to Line 


77 supplement their line of wire connectors 
and lugs, Ideal Industries, Inc., 1558 Park 
avenue, Sycamore, Illinois, announces the de- 
velopment of a new line of split bolt connectors 
and service entrance connectors. 

The split bolt connectors are available in 
two types, “one piece” and “two piece” with 

(Continued on page 26) 
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ENGINEERING and MANAGEMENT 


CORPORATION 


All phases of GAS and ELECTRIC 
UTILITY MANAGEMENT 
CONSTRUCTION and 
APPRAISAL 


1500 WALNUT ST., PHILADELPHIA 2, PA 
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small and large heads. They are also available 
either in bronze, brass, or aluminum. A wide 
range of sizes accommodate all solid and 
stranded wire from No. 6 to 1,000,000 CM. 

The service entrance connectors are made 
from cold drawn copper with the screws made 
from Everdur, There are five sizes from No. 
12 solid, or No, 10 stranded to No. 2 stranded. 


New Call-Back Unit for 
Intercom-Paging Systems 


M™ C-18, a combined call-back and 
sound reproducer unit designed especial- 
ly for use with high noise level coverage in- 
dustrial communication systems, has been in- 
troduced by Executone, Inc., 415 Lexington 
avenue, New York 17. It is used with com- 
bination intercom and amplified voice-paging 
systems having any number of fully intercom- 
municating master stations, trumpet speakers, 
and other standard reproducers. This call-back 
unit doubles the efficiency of the intercom- 
paging system by reproducing the paging call 
clearly and distinctly and by permitting the 
person called to reply and converse directly 
with the executive originating the call. 

In actual operation, any executive, recep- 
tionist, or telephone operator having an inter- 
com master station on his desk can originate a 
paging call in addition to having regular two- 
way intercommunication with all other master 
stations. To page, he depresses the paging but- 
ton on his master station and calls by name the 








Because you get maximum sulphur removal per 





pound of oxide. Lavino Activated Oxide is 
made especially for maximum activity and 
capacity, maximum trace removal and shock 
resistance. Comparing cost, performance and 
savings, we _ Lavino Activated Oxide has 
no close riv 

For more information about its remarkable 
record, just write a note on your letterhead to 


E. J. LAVING AND COMPANY 
1528 Walnut St., Philadelphia 2, Pa. 
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person he wishes to locate and speak to. The 
amplified paging call is reproduced by trumpet 
speakers and C-18 units which give complete 
high fidelity voice coverage of the entire office, 
plant, or factory area. 

On hearing his name called, the person paged 
approaches a conveniently located call-back re- 
producer station, depresses the key and auto- 
matically is connected directly to the executive 
who originated the paging call. All other am- 
plified reproducers and calJl-back units are 
automatically silenced while the two-way con- 
versation is in progress. 

While a paging and reply call is in opera- 
tion, a busy signal light illuminates auto- 
matically on any other master station attempt- 
ing to use the paging system, thus assuring 
privacy and avoiding interruption of the call 
in progress. 

Housed in a walnut cabinet, this unit is 71 
in. high, 63 in. wide, and 54 in. deep. Execu- 
tone, Inc. maintains service and installation fa- 
cilities in principal cities. 


Redi-Heat Block for 
Industrial First Aid 
Bes MSA Redi-Heat Block, a new rapid 


and safe emergency source of heat for 
first aid use, employing no liquids of any kind, 
has been made available by Mine Safety Ap- 
pliances Company of Pittsburgh. 

According to the manufacturer, the Redi- 
Heat Block is entirely self-contained and al- 
ways ready for instant use, requiring only one 
minute to reach top heat. Wrapped in a towel 
or blanket, the block maintains its temperature 
for approximately one hour, and furnishes 
completely safe heat for emergency treatment 
of victims of shock or other injury. 

Weighing only 22 ounces and measuring 
only 34 in. x 4 in. x 14 in., the Redi-Heat Block 
fits conveniently into industrial first aid kits, 
cabinets, dispensaries, and field station units. 
It is impervious to heat, cold, and moisture, 
and stores indefinitely w ithout deterioration of 
any kind. No liquids are required for opera- 
tion. 

For a bulletin further describing the new 
MSA Redi-Heat Block, write direct to Mine 
Safety Appliances Company, Braddock, 
Thomas, and Meade streets, Pittsburgh 8, 
Pennsylvania. 


Stevenson Joins Electromaster 
ERALD HULETT, vice president of Electro- 


master, Inc., has announced the appoint- 
ment of Fred C. Stevenson as district manager 
for the state of Michigan. He will make his 
headquarters in Detroit. 
Mr. Stevenson was recently discharged as 
a Captain in the Army Amphibian Engineers 
after three years service in the Pacific. For 
seven years prior to the war, he was appliance 
sales supervisor in Oakland county and Thumb 
district for the Detroit Edison Company. Pre- 
vious to that time, he spent five years as appli- 
ance retail salesman and commercial repre- 
sentative for the same company. 


(Continued on page 28) 


Mention the Fortnicutty—It identifies your inquiry 





Public Utilities Fortnightly 





ee 


INTERNATIONAL Diesel 


HE International Diesel TracTracTor is 

known for its smooth performance, 
wer, speedy handling of tough jobs and 
e ability to carry on under difficult con- 
itions. Fast powerful International Diesels 
lways give good service at minimum cost 
ot fuel and maintenance. 

Improved, larger and more powerful 
tacTracTors are soon to come off the pro- 
uction line and contribute their greater 
gging ability and usefulness to your re- 


quirements. Meanwhile, the International 
Tractors you already know will continue to 
be available, some of them with improved 
features. 

For advance information on the new—and 
all the data on current International Trac- 
tors and matched equipment—see your 
International Industrial Power Distributor. 


Industrial Power Division 
INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago 1, Illinois 


Listen to ‘Harvest of Stars’’ every Sunday 2 p. m. EST! NBC Network 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











28 INDUSTRIAL PROGRESS—( Continued) 








Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 

in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 





L-M Elbows, with compression units 
giving a dependable grip on both con- 
ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 





Bus Bar Clam for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 





Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 









Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type _ terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 





COn DUCTOoR FITrring. 
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Publicity for the Small 
Company Outlined 


Bc importance of publicity to the smaller 
company, as well as to the “giants” of the 
industry, is outlined by James W. Corey, presi- 
dent of The Reliance Electric and Engineering 
Company of Cleveland, Ohio, in the third of 
a series of booklets on public relations prob- 
lems being published by the Electrical Manu- 
facturers Public Information Center. 

These folders are being written by the lead- 
ers of the electrical manufacturing industry. 
The first was “The Réle of Management in 
Public Relations” by Whipple Jacobs, president 
of the Belden Manufacturing Company, Chi- 
cago, Illinois, and the second, which appeared 
March Ist, was “A Program for Community 
Relations” by Walter Geist, president of the 
Allis-Chalmers Manufacturing Company, Mil- 
waukee, Wisconsin. 

Other papers will cover “Government Rela- 
tions,” “The Employee as a Factor in Public 
Relations,” “Stockholder Relations,” and re- 
lated public relations subjects. 

Copies of these folders may be obtained from 
Leonard Lathrop, manager, Electrical Manu- 
facturers Public Information Center, 155 East 
44th street, New York 17, New York. 


A-C Issues Booklet On 
Power Transformers 


- HE ALLIS-CHALMERS Mrc. Company, Mil- 
waukee, Wisconsin, has just released an 
illustrated booklet (No. B6402) giving a com- 
prehensive overall picture of its power trans- 
formers. 

Divided into three sections, the booklet tells 
of the evolution of the modern power trans- 
former; portrays photographically how Allis- 
Chalmers builds shell- -type transformers from 
the winding of the circular coils to the time the 
completed unit leaves the shops, and in many 
other interesting photos presents outstanding 
installations of Allis-Chalmers transformers, 
which indicate the company’s broad field ex- 
perience, sturdiness of transformer design, and 
the attractive appearance of the installations. 

Copies are available on request from Allis- 
Chalmers 644, Milwaukee 1, Wisconsin. 


G-E Building World’s Largest 
Turbine Generator 


A” NOUNCEMENT of a 100,000 kw maximum 
rating turbine generator for operation at 
inlet conditions of 1250 pounds = square inch 
and 1000 degrees F at 3600 rpm has been made 
by the turbine division of the General Electric 
Company. The new unit, now under construc- 
tion at the Schenectady works of G-E and 
scheduled for delivery in the early part of 
1947, is the largest of its type in the world, 
and will*be used at the Essex’ station of the 
Public Service Electric and Gas Company of 
New Jersey. 
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MORE MOBILITY 
MORE ECONOMY 


with DAVEY 
AUTO-AIR 






There are more construction 
jobs which require compressed air 
for a short period of time than 
there are “steady” jobs which need 
trailer-mounted equipment. The 
“short” jobs requiring MAXIMUM 
MOBILITY make up the big field 
in which the Davey AUTO-AIR has 
no competition. 





The savings from using one engine 
to drive both the truck and the 
compressor, of having mobile 
equipment that can rush air, men, 
wools and material to the job, of 
PUBLIC UTILITY COMPANIES 














having electric welding and 
floodlighting equipment all 
mounted on the truck if desired 
— are savings evident to any 
engineer or contractor. 


Durable, time-proved Davey 
AUTO-AIR compressors are 
available in 60, 105, 160, 210 
and 315 cfm capacities. Can be 
installed on most trucks. 
CAN CUT DOWN COSTS— 


WITH THE MOBILITY OF A DAVEY AUTO-AIR COMPRESSOR 


Write For Free Davey Catalog E-172—Gives full information on Davey 
Compressors, Truck Power Take-Offs and Pneumatic Saws. D-145-48 


Comyuiessorn Co. 


DAVEY ©... 
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FEDERAL UTILITY REGULATION ANNOTATED 


(FURA) 


The Public Utility Holding 
Company Act of 1935 
as administered by the 
Securities and Exchange Commission 
1935 to 1941, Inclusive 


A Section by Section Treatment 
of the Act, with 


(1) Effective SEC Rules 


(2) Annotations of Commission 
and Court decisions 


(3) Supplemental notes 


OTHER FEATURES: Historical introduction, 
personnel of the Commission since organiza- 
tion (1934-1941), complete alphabetical list of 
subsidiaries of holding company systems, rules 
of practice, comprehensive subject index, an- 
nual pocket supplements. Price, $12.00. 


AND TO KEEP YOU UP TO DATE: 


FURA - CURRENT SERVICE = SEC 


A continuing record issued twice a month, with special issues as required. 





Summaries and analyses of commission and court decisions 
Special studies of financial aspects, policies and practices 
Comments upon observable regulatory trends and tendencies 
References to and excerpts from addresses by members and staff 
Brief reviews of pertinent articles in periodical literature 

Notes on legislative proposals and congressional debates 

Guides to collateral material of interpretative or suggestive value 
= dependable information clarifying or expounding the Commis- 
sion’s work 


Subscription price $25 a quarter, including convenient binder and 
periodical index. 





PUBLIC UTILITIES REPORTS, INC. 
1038 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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switching to lob Ruled trucks 


WAS no “wartime secret” that owners of Dodge 
Job-Rated trucks experienced consistent “‘on-the- 

” operation. Because their trucks fit the job, they 
ormed more efficiently, operated more economi- 
y, lasted longer. 


at’s why today so many more public utility com- 
hies are planning to standardize on precision- 
It Dodge Job-Rated trucks. 


ey're buying trucks with engines rated for their 
ds. They’re getting trucks with a transmission 
i clutch, with axles, springs and every other unit 
»-Rated to handle the job . . . to do a better job, 


ger, and at low cost! 


mDGE DIVISION OF CHRYSLER CORPORATION 


| 
| 
| 


LISTEN TO THE MUSIC OF ANDRE KOSTELANETZ, WITH FAMOUS GUEST STARS 
THURSDAYS, C. B. S.. 9 P. M., E. T. 





FIT THE JOB-:: 


yoDGe 2 TRUCKS 






See your Dodge dealer Now! 
Let him help you choose the 


right Dodge Job-Rated truck 
for all your hauling needs! 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 

















Tae American Arppraisat Company 


ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











£¢ Ford, Bacon & Davis 


&D TION ; CONSTRUCTI 
BED) vwumons Engineers <ervcno 


REPORTS 
NEW YORK @ PHILADELPHIA @ CHICAGO e@ LOS ANGELES 











GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


ENGINEERS 
Srenmn, Biectric, Gas, Hipéea, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Rates, Research, Reports, 


ee ee Servi 8 Utilities and I idls Personnel Relations 


Operating Betterments, 
Reading > Philadelphia Original Cost Accounting, 


Inspections and Surveys, 
Feed Water Treatment. Washington ° New York Accident Prevention. 
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FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 








contruction He A. KULJIAN & COMPANY vation 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 5 











Engineers WILLIAM 8S. LEFFLER = Economists 
SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — OPERATING REPORTS 


on 
ELECTRIC — WATER — GAS Utility Operations 
Noroton, Connecticut 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 











CHAS. T. MAIN, INC. 
ARCHITECTS — ENGINEERS 
Power Surveys—lInvestigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. === Washington, D. C. 











J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Publie Utility Affairs including integration 














PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 
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SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganizaton. 


Chicago New York 


San Francisco 








Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 





mo 





The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET 


’ NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 


Water, Sewage and industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


1520 LOCUST STREET PHILADELPHIA 2 


W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
SETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


1) PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


JACKSON & MORELAND 
ENGINEERS 
PUBLIC UTILITIES—INDUST RIALS 
RAILROAD ELECTRIFICATION 


OESIGN AND SUPERVISION VALUATION 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 











EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Util Valuations, Reports and 
Origieal ‘Cost Sindisn. 
910 Electric Building Indianapolis, Ind. 








LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie Sr., Cricaco 
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ROBERT T. REGESTER SLOAN, COOK & LOWE 



































Consulting Engineer CONSULTING ENGINEERS 
Hyprautic Structures — Utmities ™ aca aed 


Fioop Contro: — Water Works Appraisals — Reports 














Baltimore Life Bldg. Baltimore 1, Md. Operating — Financial — Plant 
j A. S. SCHULMAN ELEctric Co. MANFRED K. TOEPPEN 
Contractors ENGINEER 
CONSULTATION — INVESTIGATION — Reports 
TRANSMISSION LiNES—UNDERGROUND Dhistri- MARKET AND MANAGEMENT SURVEYS 
BUTION — Power STATION — INDUSTRIAL — VALUATION, DEPRECIATION AND RATE 
CoMMERCIAL INSTALLATIONS MATTERS 
537 SoutH Dearsorn Sr. Cxicaco 261 Broadway New York 7, N. Y. 








Representation in this Professional Directory may be obtained at very reason- 
able rates. Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D. C. 











P. U. R. DIGEST 





CUMULATIVE 
| A Digest That Is Serviced 
7 The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
= A SHORT CUT United States Circuit Courts SIMPLE 
COVERING ; of Appeals ALPHABETICAL 
sentaih: ociaiie United States District Courts CLASSIFICATION 
State Courts OF SUBJECTS 
Federal Regulatory 
AN EXHAUSTIVE Commissions A GREAT REVIEW 
SURVEY OF State Regulatory Commissions 
THE LAW Insular and Territorial Regu- A GREAT SERVICE 
S latory Commissions 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington 4, D.C. 
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@ Here are some of the advantages 
that accrue to users of Egry Business 
Systems: Positive control over every 
recorded transaction; greater accu- 
racy through the elimination of mis- 
takes caused by thoughtlessness, 
carelessness and temptation; more 
records written in less time and with 
less effort; fewer clerks and office 
machines required. Utility compa- 
nies have found that Egry Business 
Systems handle their voluminous 
and complex records accurately, 
efficiently and speedily. Investigate 
today. Literature sent on request. Or 
a free demonstration may be ar- 


ranged in your own office at your 


convenience. Address Dept. F-425. 





EGRY SPEED-FEED may be attached to any 
standard typewriter in One minute without 
change in construction or operation, and 
with Egry Continuous Forms, practically 
doubles the output of the operator since all 
her time becomes productive. 


EGRY TRU-PAK speeds the writing of all 
handwritten records. Eliminates mistakes 
and assures positive control over all fre- 
corded transactions. 


EGRY ALLSET FORMS are individually bound 
sets, interleaved with onetime carbons for 
immediate use for either typed or hand- 
written records. 


THE EGRY REGISTER COMPANY, DAYTON 2, OHIO 


EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Streets, Toronto, Ontario, Canada 
Egry maintains sales agencies in all principal cities 
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Well-planned drive by Mississippi 
Power & Light wins successful re- 


sponse to Laundry Modernization Plan 


Laundry modernization—first in a series of .More* Power to 
America industrial modernization programs—has ‘‘really taken 
hold”’ in Missigsippi,, according to B. M. Davis, System Power 
Consultant of Mississippi Power and Light Company. 

Successful responsé to this co-operative plan for more effective 
use of electric power grew out of sound planning, strong teatn- 
work, and aggressive follow-through. 

First step was preparation. M, P. & L. became'‘a regional mém- 
ber of the American Ifstitute of UWaundering. Its personnel studied 
the industry, worked; with equipment manufacturers, arranged 
its meetings “according to plan."? ; 

Next came the meetings with laundry and dry-cleaning ,oper- 
ators—six: in all, with an average attendance of 26. Centered 
around the talking slidéfilm ‘‘On One Condition,” the possibili- 
ties of modefnization were put On a practical basis. Publicity 
about the meetings helped the cause along. 

A foll@weip program is now under way. Folders and booklets 
have been sent to every laundry. Power consultants are making 
personal dalls. Néw information will be furnished from time to 
time. 

Already, mutch good will has been gained, and inquiries con- 
cérning further use of*electric power have béen stimulated. 
Revenue-producing results are béginning to come in. 

G.E, is ready with the basic ammunition that M. P. & L. em- 
ployed—plans for meetings, salesmen’s manuals, and the slide- 
film ‘‘On One Condition,’”’ prepared in co-operatién with ‘the 
Amefican Institutetof Laundering. Fér help in putting the plan 
into action ip your service area, consult your local G-E office. 
Apparatus Dept., GeneralElectric Company, Schenectady 5, N.Y. 


This co-operative long-range plan to accelerate . ’ 
e mn of industry ond farming is now moving 
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